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Russia 

How big a challenge 
is Lebed to Yeltsin? 
Page 18 




Indonesia’s army 
chief dismisses 
parliamentary call 
for Suharto to quit 

Parliamentary leaders in Indonesia 
demanded the resignation of Presi- 
dent Suharto. However, General 
Wiranto, Indonesia’s top military 
officer, dismissed the demand, 
raising the threat of confrontation 
between the armed forces and 
civilians. Page 20; Cafi to delay 
debt talks. Page B 

UN moves on war crimes 
The United Natrons is preparfrig to 
meet a world demand for human 
rights justice, with plans on the 

table for a permanent international 
criminal tribunal and discussions 
under way on a court to try geno- 
cide suspects from Cambodia 
Page 10 

Mideast peace stffl deadlocked 
The US failed to break the dead- 
lock in the Middle East peace pro- 
cess when US secretary of state 
Madeleine Albright met Palestinian 
Authority president Vasslr Arafat. 
Page 10 

Food labeflmg row looms 

Brussels is heading for a dash with 
European Union members over 
labelling of genetically modified 
soya and maze. Page 11 

Mlosevic triggers crisis 
Yugoslav president Slobodan Mil- 
osevic orchestrated the dismissal 
of his prime minister and govern- 
ment. triggering a constitutional 
crisis that could lead to the federa- 
tion's break-up. Page 3 

Cook id Ankara talks 
UK foreign secretary Robin Cook 
flies to Ankara today in a bid to 
end months of strain in Turkey's 
relations with Europe. Page 2 

Paris mayor's wife quesfionod 
RPR. the GaulKst party founded as 
a vehicle for Jacques Chirac’s 
presidential ambitions, suffered 
embarrassment when police ques- 
tioned the wife of Paris mayor Jean 
Tiben. an ally of Mr Chirac, as part 
of a corruption probe. Page 2 

Strike threat at Air France 
French pacts' unions announced 
plans (or a further strike at Air 
France next week in protest at a 
proposed pay cut. Page 2 

KoM rouses party 
German chancellor Helmut Kohl 
won the enthusiastic backing of his 
Christian Democratic Union after 
pledging to reverse the party's 
slump in popularity and lead it to 
victory in the country's general 
election. Page 2 

EU progress accelerates 
European Union members have 
stepped up the rate at which they 
adopt angle market laws, the 
Commission says. Page 2 

Greek wages deal 
Greece's Federation of Industry is 
to sign a pay deal with private sec- 
tor unions which will keep alive the 
Socialist government's hopes of 
achieving year-end inflation of 2.9 
per cent. Page 2 

Egyptian police kU five mStants 

Egyptian security forces shot dead 
lour Islamic mifitants in a town 160 
miles south of Cairo, police said. A 
civilian died in the crossfire. 

Cambodia poll t hr e a t 

Cambodia's four main opposition 
parties threatened to pull out of the 
couni ry's election unless condi- 
tions lor a free and fair poll were 
put in place. Page 8 

Retirement a mystery 
Most Americans do not know that 
the retirement age for those now 
under 30 nas been raised to 67. a I 
Gallup survey shows. Page 6 


Because of production tfflfl c a ft ie s. 
the Managed Funds in today's Finan- 
cial Tiroes contain last Friday's data. 

World Equity Markets 

- The fatest trends and data from more 
fun 50 national marie* at a glance' 
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GEC Aisthom f? "• 
Scrambling for orders 4 
as TGV business fades 
Page 22 



Malaysia’s Proton 
Looking for exports to 
pull through the storm 
Page 26 
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Suez Lyonnaise 
and Fortis 
launch Belgian 
takeover bids 

Two takeover bide totalling almost 
$16bn were launched in Belgium 
yesterday. Fortis. the Belgo^Xitch 
insurance and banking group, 
made a BFr409bn ($11.2bn) offer 
for G6rt6raJe d e Barque. Simutta- 
neousfy, France's Suez Lyonnaise . 
des Eaux unveiled a BFrl 7Sbn 
offer for the 36.5 per cent it does 
not already own of Society 
G6ndrale de Belgique. Page 21; 
Observer, Page 19 

Worries about Russia's financial 
position and fears of a rouble 
devaluation forced a fourth day of 
heavy selling on the Moscow stock 
market. The benchmark RTS share 
index closed at 227.61. down 11.8 
per cent Page 21; Lex, Page 20 

Seagram is considering proposals 
to float its Tropicana fruit juice 
business, and to sell Its 1 1m 
shares in Tune Warner, to finance 
its planned SlObn acquisition of 
Dutch music and firm company 
Poly Gram. Page 21 

Banco Central Hfepano has stolen a 
march on the Latin American fran- 
chises of its larger Spanish rivals 
Banco Bilbao Vizcaya and Banco 
Santander by developing a private 
banking strategy to service clients 
out of New York. Page 22 

Artemis, the holding company of 
businessmen Frangois Ptnautt, 
launched a full takeover bid for 
auctioneer Christie's International, 
having just bought 29 per cent. 
Page 21; Comment, Page 27 

The AngJo-Swiss financial services 
conglomerate created by the 
planned $37bn merger of Zuteh 
Group with the insurance and 
asset management arm of BAT 
Industries wit) incur exceptional 
charges of up to $1.4bn. Page 22 

Olympic Airways feces a cash 
crisis after the Greek government's 
decision to end state guarantees 
on laming to loss-making public 
sector enterprises. Page 3 

SPC, the Mexican telecoms 
company, has signed a letter of 
intent with Lucent Technologies to 
set up a national telephone wire- 
less network for STOOm. Page 23 

Lower Saxony wfR retain a quarter 
stake in Salzgltter, Germany's 
I second biggest steal producer it 
bought this year from industrial 
conglomerate Preussag. Page 22 

Harfaot, the Swiss chemicals 
I company, is seeking shareholder 
permission to raise SFr1.5bn 
($675m) of extra equity to finance 
strategic acquisitions. Page 22 

The price of paBadium - vital in 
making mobile phones, laptop 
computers and vehicle catalysts - 
has overtaken platinum. Page 21; 
Commodities, Page 34 

Portugal raised Esl31.4bn 
($72 1.3m} from a global offering erf 
25 per cent of cement producer 
Cimpor. Page 22 

AT&T announced a marketing pact 
with internet service provider 
Yahoo! in an attempt to expand 
sales online. Page 23 


US accuses Microsoft of 
being an illegal monopoly 


Lawsuit alleges antitrust violations in 
pattern of predatory business practices 
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By Ajchard Wtfffe in Wasfeogtan 

Microsoft, the world’s largest 
software company, was yesterday 
sued by the US government for 
being an illegal monopoly in its 
bitter struggle with Netscape 
Communications, its internet 
software rival. 

Backed by 20 states the govern- 
ment accused Microsoft of a wide 
range of antitrust violations in a 
pattern of predatory business 
practices over several years. 

It asked a federal court in 
Washington for an immediate 
injunction to change Microsoft 
contracts with computer makers 
and internet service companies. 

Drawing on evidence from 
internal Microsoft memos, the US 
government and 20 states sued 
the company for planning “an 
illegal conspiracy" with Netscape 
to divide up the market in inter- 
net browsers, which navigate the 
i world wide web. 

When Netscape refused to go 
along with Microsoft's plan in 
1995. the company used its 
monopoly in Windows operating 
software to “cut off Netscape's 
air supply” by blocking its rival's 
access to the marketplace, the 
government alleges. 

Joel Klein, head of the anti- 
trust division at the US Justice 
Department, said: “Nothing we 
are doing here will or should pre- 
vent Microsoft from innovating 


or competing on the merits. What 
cannot be tolerated - and what 
the antitrust laws forbid - is the 
barrage of illegal, anti -competi- 
tive practices that Microsoft uses 
to destroy its rivals and to avoid 
competition on the merits." 

At its heart, the lawsuit 
accuses Microsoft of abasing its 
monopoly in operating software 
to force other products on to con- 
sumers and computer makers. 

The government argues Micro- 
soft sought to crush Netscape 
when it realised that internet 
software could eventually und er- 
mine and replace its Windows 
operating system. 

In a statement. Microsoft said 
the antitrust suits were “without 
merit" and vowed to fight them. 

Perhaps the most damaging 
evidence unearthed by the Jus- 
tice Department is a series of 
internal memos and emails chart- 
ing Microsoft’s strategy to 
squeeze out Netscape. 

Bill Gates, c hairman and chief 
executive of Microsoft, is quoted 
in an internal email as offering 
Intuit, the software company. 
Sim of business “favours” in 
exchange for switching from the 
Netscape browser to Microsoft's. 

At a federal court in Washing- 
ton. the government and states 
yesterday applied for a prelimi- 
nary injunction forcing Microsoft 
to separate its browser from its 
flagship Windows operating soft- 






Janet Reno; wants to “keep field open to the next Microsoft” Picture: Reuters 


ware. If Microsoft refuses, the 
injunction would force the com- 
pany to include Netscape's prod- 
ucts alongside its own. 

The injunction, if granted, 
would also allow PC manufactur- 
ers the freedom to install any 
software they choose. Microsoft 
is alleged to have forced its 
browser on all new computers. 

Janet Reno. US attorney- 
general, said: “Microsoft has an 


excellent record of innovation. 
But we want to make sure that 
the field is open to tbe next 
Microsoft, the next great 
innovator who can help 
improve our lives and our econ- 
omy - if they are given the 
opportunity." 

Book thrown at NBcrosoft, Page 6 
Government vs Big Business and 
Editorial Comment, Page 19 


Tax move to hit Europe bank accounts 


By Simon Dairies In London 

The European Commission is to 
publish a directive tomorrow that 
aims to ensure that some tax is 
paid on all income from bank 
accounts and securities held 
within the European Union by 
EU residents. ' 

Investment bankers claim 
the proposal could seriously dam- 
age European capital markets 
and in particular the eurobond 
market 

Previous proposals to introduce 
a 15 per cent minimum savings 
tar were shot down in 1989 after 
opposition from the UK and Lux- 
embourg. The new draft recom- 
mends a minimum 20 per cent 
witholding tax. This is collected 
on behalf o£ national govern- 
ments by financial institutions 
bolding the savings or securities. 
It is held by the governments 


unless investors prove they have 
already paid tax on the savings 
in another jurisdiction. 

However, the draft introduces 
an alternative. Countries can 
instead- -provide information to 
other European tax authorities 
about interest payments to EU 
citizens resident in their jurisdic- 
tion. Banks handling the interest 
payments would supply the 
infbnnalion- 

A UK Treasury spokesman said 
it would still not agree to any 
compulsory witholding tax, but 
would be willing to consider seri- 
ously any proposals based on 
information-sharing. 

Cliff Dammers, secretary- 
general of tbe International Pri- 
mary Market Association, which 
represents international securi- 
ties underwriters and distribu- 
tors, described the proposed mea- 
sure as “outrageous". "It has 


enormous implications for the 
markets and sbould be subject to 
broad consultation, instead of 
just being rushed through. In the 
worst case, this could drive the 
eurobond market offshore." 

The Commission is anxious to 
put the directive to EU finance 
ministers as soon as possible. 
The European Parliament must 
then be consulted and the mea- 
sure needs unanimous support 
from finance ministers. Luxem- 
bourg has previously threatened 
to vote against the proposals, but 
has said it would approve them if 
they were part of a wider har- 
monisation of corporate taxation 
in tbe EU. 

A Commission spokeswoman 
said yesterday “We do not expect 


Brussels and US end 
sanctions dispute 


THAMESUNK 


By Gay De Jooqui&res in London 
and 6erafd Baker In Geneva 


US and European Union leaders 
yesterday agreed a settlement of 
their dispute over US sanctions 
laws against investors in Cuba, 
Iran and Libya. The EU said tbe 
deal, as well as lifting threatened 
sanctions against Total, the 
French oil group, immediately 
cleared tbe way for other Euro- 
pean energy companies to invest 
in Iran and Libya. 

The agreement was endorsed 
by US president Bill Clinton, 
Tony Blair, the British prime 
minister, and Jacques San ter. 
European Commission president, 
at a summit In London. Mr Blair 
said tbe deal was "at least a basis 
Ah* a lasting solution” to the two- 
year-old sanctions dispute and 
paved the way far closer US-EU 
trade and economic co-operation. 

The intricate deal depends on 
' Mr Clinton persuading the US 
Congress to amend sanctions leg- 
islation. He claimed yesterday 
that the deal underpinned Con- 
gress' objectives when it passed 
the sanctions legislation against 
Cuba, Iran and Libya. 

Last week a number of sena- 
tors, most notably A1 D' Amato, 
the principal sponsor of the legis- 
lation, urged Mr Clinton not to 
grant a waiver of sanctions 
against the companies in the Ira- 


nian pipeline project. A senior 
a dminis tration official said yes- 
terday Mr D ’Amato and other 
opponents welcomed the news 
that European countries would 
take a tougher line with exports 
to Iran and Libya, but still felt 
the agreement did not go far 
enough. Officials also acknowl- 
edged that US companies would 
lose ouL 

Total had been investigated by 
the US state department since 
last autumn because of its 
involvement in a S2bn gas project 
In Iran. 

Sir Leon Brittan, EU trade com- 
missioner, said companies such 
as British Petroleum and Shell, 
which have been considering 
energy projects in Iran, could 
proceed without fear of being 
penalised. He called the deal “a 
highly satisfactory outcome". 

Mr Clinton has undertaken to 
ask Congress to amend title IV of 
the Helms-Burton act, which 
authorises the US to deny entry 
visas to directors and sharehold- 
ers of companies investing in 
assets in Cuba illegally expropri- 
ated by the Castro government 

The EU has accepted some US 
demands for tighter international 
discipline on the use of illegally 
expropriated assets. 

Companies welcome deal, Page 11 
Editorial Comment Page 19 


any opposition of principle 
because this has already been 
agreed on December 1 [at a previ- 
ous finance ministers' meeting], 
but we will have discussions on 
the detail n 

Hie moves are part of a push 
to tackle widespread tax evasion, 
which has been helped by 
fiercely protected secrecy laws in 
same European banking jurisdic- 
tions. 

Tbe document argues that by 
focusing on EU-based individu- 
als, it will limit the effects on 
eurobonds. But individual inves- 
tors still account for 20 per cent 
of bond holdings, IPMA said, and 
most of these are European. 

Lex, Page 20 
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Cold water 
poured on 
instant 
noodle fear 

By Bettian Hutson in Tokyo 

Japan's makers of instant 
noodles have taken out newspa- 
per advertisements to reassure 
the public that eating noodles 
will not expose them to poten- 
tially harmful synthetic 
hormones. 

Chemicals in tbe polystyrene 
bowls in which most instant 
noodles are sold have been linked 
to lower sperm counts, genital 
abnormalities and even violent 
tendencies in young men. They 
may also contribute to higher 
incidences of certain reproduc- 
tive cancers in women. 

The US National Institute of 
Environmental Health Sciences 
reported last month the bowls 
emitted endocrine-disrupting 
chemicals when they were 
exposed to hot water and oil. 

The Japanese government has 
launched a study of the chemi- 
cals. known as environmental 
hormones. 

Noodle sales have plunged 
after reports of the experiments. 
A telephone poll by the Japan 
Convenience Foods Industry 
Association earlier this month 
found that at least 30 per cent of 
consumers were avoiding cup 
□oodles. 

In the newspaper advertise- 
ments. the industry association 
disputes the findings of the 
institute’s tests. The association 
said the tests did not reflect 
normal use of the products. 
Other tests had not found that 
chemicals were released from the 
polystyrene packaging. 

Japanese consumers normally 
eat 3.2bn portions of cup noodles 
a year in a market that annually 
turns over YSOObn <$3.846m). 
They are a staple food in Japan, 
especially among young bache- 
lors. students and salarymen, 
who pop into convenience stores 
for a howl on their way home. 

instant noodles have never 
been seen as a healthy food, but 
most worries centred on exces- 
sive quantities of fat. salt and 
monosodium glutamate. Japan 
has only recently taken notice of 
environmental hormones, which 
have been widely discussed in 
tbe US and Europe for years. 

Japanese manufacturers of 
reusable plastic tableware were 
forced to recall some plates and 
bowls sold to schools late last 
year after higher than permitted 
levels of bispbenol A, another 
suspected endocrine disrupter, 
were found in their products. 
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Fighting Kohl rouses 
his party faithful 


EUROPE 


By Peter Hormaa h Bremen 


Helmut Kohl won the 
e nttuaias tie backing of his 
Christian Democratic Union 
yesterday after pledging to 
reverse the party’s slump in 
popularity and lead it to vic- 
tory in the German general 
election on September 27 . 

The 1,001 delegates at the 
party convention gave the 
chancellor an unusually long 
10 -minute standing ovation, 
chanted “Helmut, Helmut” 
and cheered “Now we are 
off" after a two-hour speech 
in which Mr Kohl criticised 
the opposition Social Demo- 
cratic party and Gerhard 
SchrOder, its candidate, and 
mapped out bis priorities for 
a fifth four-year term. 

With unemployment cur- 
rently running at 11.4 per 
cent, Mr Kohl said “work for 
all” was his party's top 
domestic policy priority. 

In Bonn, Gflnter Rexrodt, 
the economics minister, said 
first-quarter economic 
growth was between 3-5 per 
cent and 4 per cent com- 
pared with the same period 
last year. He predicted 
growth this year would be 
near the top of the 2.5-3 per 
cent range forecast for this 
year. 

Bui Mr Kohl warned that 
the recovery was not auto- 


matic. Recovery could be 
destroyed if an SPD-led gov- 
ernment came to power .and 
“turned bade the wheel of 
history” by reversing his 
government’s supply side- 
reforms limiting sick pay, 
curbing pension costs and 
relaxing job security, he 
said. 

Germany would not 
attract investment and cre- 
ate jobs without enacting 


The convention 


delegates gave 
him a 10-minute 
standing ovation 
and cheered ‘Now 
we are off 


the comprehensive tax 
reform pot forward by his 
government last year and 
blocked by the SPD in the 
Bundesrat, the second cham- 
ber of parliament represent- 
ing the states. 

The chancellor promised 
to improve the business di- 
mate for small and medium- 
sized companies by helping 
promote new businesses, 
research and development 


and venture capital. 

He signalled a new 
approach to social security 
in which unemployed people 
refusing to take jobs would 
have their benefits cut In 
addition, he promised a sys- 
tem to make low-paid work 
attractive by enabling social 
security recipients to take 
such work without losing all 
(heir benefits. 

Mr Kohl also promised 
education reforms to 
improve schools and univer- 
sities and make Germany 
better able to compete in the 
“knowledge society of the 
2 lst century”. 

By contrast, he accused 
the SPD of wanting to turn 
Germany into a “leftwing 
republic'’. The developments 
in the state of Saxony-- 
Anhalt, where the local SPD 
plans to govern with a 
minority administration “tol- 
erated" by former commu- 
nists, showed the opposition 
was not steering towards a 
“new centre but to the old 
left". 

Mr Kohl was especially 
critical of Mr Schrbder. acc- 
using him of failing to sup- 
port such historic develop- 
ments as German unification 
and the European single cur- 
rency. 

Some of the most enthusi- 
astic applause came as the 



Uphg battle: Heftnut Kbtrf ratBos CPU members at ttMarooovoatioa InBnantn wttft i 
fight-back against the SPD in the campaign for next Septamber’a election 


chancellor addressed the 
issue oflaw and order, prom- 
ising “no tolerance for crimi- 
nals or acts of violence” and 
the expulsion of foreigners 
who abuse their status as 
“guests” in Germany. 

But his speech as a whole 
was combative without 
being strident. Although 
punctuated by frequent 
applause, it was rarely emo- 


tional and often thnng bt f ul, . 
• German tax experts began 
a three-day meeting yester- 
day to hammer out the latest 
estimates on public tax reve- 
nues, which are expected to 
rise this year but still fall 
short of in key 

areas. Rents* reports from 
Bonn. • 

Participants in the meet- 
ing, being held in Bad Gries* 


bach, a spa town near the 
Austrian border, played 
down reports of a new gap in 
tax revenues, pointing to 
strong economic growth. 

Erwin Huber, Bavarian 
state fiwnwftw minister, 
he did not expect new esti- 
mates to deviate much from 
November's forecasts, which 
estimated 1998 tax revenues 
of DM814£bn ($455bn). 



Call for Cook tries 
EU funds to mend 
code of Turkish 
conduct fences 


By JnBeflfi draft fa Cardttf 


The head of the Bmqpean 
industry body for regional 
development called yester- 
day for a code of conduct or 
tighter legal restrictions to 
regulate agencies and gov- 
ernments which ignore fund- 
ing roles. 

Christian Saublens, direc- 
tor of the European Associa- 
tion of Development Agen- 
cies (Eurada), said the 
European Commission 
needed to enforce pasting 
laws more strictly to ensure 
fair play and prevmit money- 
wasting by competitors. 

“We have to have common 
rules at European level, and 
if people use EU money to 
attract an investment, that 
could not be to the detri- 
ment of another area already 
using EU money,” he said. 
“You are just transferring 
money from one area to 
ano th er, and as we are all 
European taxpayers we have 
a responsibility to make sure 
there’s no duplication of 
money spent on invest- 
ment” 

In particular, Mr Saublens 
wants the Commission to 
ensure agencies do not 
exceed finding ceilings set 
for Euro p ean grants, and to 
make national governments 
draw funding boundaries on 
f fro xpimp I in pc as the EU so 
they do not distort ftte map 
of more needy regions. 

The. problems are becom- 
ing more acute as competi- 
tion for foreign investment 
increases and the EU pre- 
pares to atari new members 
from, central and eastern 
Europe. Enforcement at EU 
level is difficult and the 
Commission can act only if a 
case is referred to ft though 
complaints can be generated 
by press reports or rival 
agencies or companies. 

Mr Saublens was speaking 
at a Eurada conference in 
Cardiff for more than 300 
delegates from foe EU and 
Eastern Europe. 


By DnM Buchan, 
Diplomatic Edftor 



»199t Sate Street 


Robin Cook, . foreign secret- 
ary of foe UK, which holds 
foe European Union’s presi- 
dency, flies to Ankara today 
in an attempt to month* 
of severe strain in Turkey’s 
relations with Europe. 

Mr Cook will explore ways 
in which next month’s EU 
summit in Cardiff c « n repair 
the political damage 
wrought at an EU - summit 
last December in Luxem- 
bourg. He also aims to pave 
foe way for Turkish minis- 
ters to attend a meeting next 
Monday of the EU-Turklsh 
association couricD. a forum 
for regular dialogue between 
Turkey and foe EU. 

Omitted, from the Decent 
bo- summit’s list of eligible 
EU c ants, Turkey took, 
umbrage and snubbed an 
in v it ation to (he HU'S special 
Europe canforence in March, 
which had been tailored as a 
consolation prize for Ankara. 

Relations took a further 
(five with foe Ell's derision 
to -start accession negotia- 
tions with the Cheek Cypriot 
government of Cyprus, in 
spite of foe reftisal of the 
island’s Turkish Cypriots to 
participate. 

Greek Cypriot plans to 
deploy Russian missiles an 
foeir part of Cyprus this 
summer have raised ten- 
sions. General Ismail Kara- 
dayi, Turkey's chief of gen- 
eral staff, flew to Moscow 
yesterday to try to block the 
missile sale. . • . . 

- Anxious to soothe Ank- 
ara’s feelings, Mr Cook com- 
mented yesterday: “Turkey 
matters to us, and is part of 
the Europe we are building.” 

The centrepiece of the 
DU’S effort to put relations 
with Turkey on what Mr 
Cook called “a sound long- 
term footing” is the Brussels 
Commission’s new proposal 
to widen the existing EU- 
Turkish customs, union to 
include agriculture and ser- 
vices. 

I sm ail Cem, Turkish for- 
eign minister, is understood 
to. have indicated he would' 
attend the May 25 assoria- 
tion meeting in Brussels. 
But last-minute Greek-Turk- 
ish rows have wrecked such 
meetings before, and Greece 
has a potentially blocking 
^reserve” on what Mr Cook 
can say on the EC’s behalf to 
Mr Can next Monday. 

Athens continues to veto 
an Ecu375m ($4l0m) package 
long set aside by the EU for 
Turkey to accompany the 
customs union. 

“The most attainable 
objective of Mr Cook’s visit 
is that he should at least 
leave Ankara with ' the 
understanding that everyone 
together should work for bet- 
ter EU-Turkish relations, 
and that includes Greece,” 
said Ozdem. Sandberk, Turk- 
ish ambassador to Britain. 

Turkey has no chance of 
getting its money next Mon-, 
day. UK officials said yester- 
day, but needs “to fori that 
progress over time on the 
money issue is possible”.- 



N EWS DIGEST 

INTEREST RATES UKELY TO BE STABLE 


Poland encouraged by 
24% jump in exports 


iota 

Reuters 


GREEK WAGES 


Unions to sign two-year deal 


Greece's Federation of Industry (SE8) wifl today sign a gtide- 
Rne wage agreement with private sector unions which keeps 
afive the Socialist government's hopes of achieving its year* 
end Inflation target of 2.9 per cent 
The two-year agreement provides for nominal Incre a ses of 
4 £ per cent this year and 2£ per cent In 1999. An extra .. 
increase. duaJf inflation exceeds forecasts, would not be pad 
until 2000. This delay would assist Greece's effort to reduce 
Inflation and the budget deficit to leveti compatible with join- 
ing the European single currency In 2001 . - - 

Jason Straws, SOB’S president, said ye st e rd a y: "We bdfeve 
that sectoral agreements being worked art over the next few 
weeks won’t deviate significantly from the guidelines.” 

The government has tightened incomss poHcy this yew, 
with nominal increases for pubfic sector workers befog heW to 
ZJS per cent Managers at state enterprises face dismissal if ~ 
they sward adcMonai increases, fforin Hope, Athens 




FOR RPR 


Paris mayor’s wife questioned 


The leadership of the RPR, the GauUst party founded ass . 
vehicle Tor Jacques Chirac's presidential ambitions, suffered 
more emb ar rassment yesterday when poHce questioned the 
Paris mayor’s wHe as part of a corruption probe. 

XavtereTfoed, wfle of Jeen Ttoeri. was questioned about an 
alleged false consultancy contract with the Essonne district 
council In the Paris region. PoBca also searched the mayor’s 
Paris horoa " ■ 

The Judicial Inquiry centres on a number of RPR officials 
who are alleged to have used municipal payrolls to provide 
trios employment .to party workers in Paris and the surround- 
ing region - in affect a disguised form of fording to the part y. 

Mrs TIberfs involvement is highly sensitive since she is 
(mown to hove been a tireless helper of her husband, who 
was picked by Mr Chirac to succeed him when he moved . . 
from befog Paris mayor to the presidency in 1995. 

" The affasrrisks tainting Mr Chirac himself, it also toflows the 
dfenjptfon of the city administration by a political raw between 
Mr Tiber! and his GariGst party rivals which, if unresolved, -" 
could force a new mayoral election. Robert Graham, Paris 


SINGLE MARKET LAWS 


Adoption rate improves 


European Unton member-states have stepped up the rate at 
which they adopt single market laws, but some countries, 
especially in the Nordic area, ore stHI showing faster progress 
than others, the European Commission said yesterday. 

The 'implementation deficit" - the proportion of EU laws 
that are not transposed into national legislation - fail to 1&2 
per cent from 35 per cent in June last year. 

: . Of the existing 1,368 single market laws, only 249 had not 
been turned into national legislation by all member states, 1 
according to a report presented by Mario Monti, single maricet 
commissioner, to EU trade ministers. 

However, the report shows that some countries, notably 
Denmark, Finland, Austria, Sweden and Germany, have made 
better progress than others. Including Belgium, Italy, Portugal, 
Luxembourg and France. 

The Commission reported instances of “worrying delays" In 
implementation. Some rules due to have been adopted In . 
1993 are still pending. There has also been an increase in 
national technical rules resembling trade barriers. 

Samer tefcandar, Brussels 


FRENCH PILOTS 


New pay strike warning 


Three French pitots’ unions announced plans yesterday fora 
new strike on May 24-25 to protest against a proposed pay 
cut by management. 

The three unions, representing about14 per cent of Air 
Francs ’sS .200 pilots, earlier .this month staged a one-day 
strfte with similar demands. 

The.urrfons want Air France to limit pacts’ (fights to four a 
day and to drop tiile lower salary scale paid to new pilots 
since June 1997. 

"Management must regrin its sense of reality," the three 
unions said in a statement yesterday. 

The unions said work, c ond i tions were becoming “unbear- 
able" and were leading to a degradation of service on short- 
end medium-length ftights. The unions have, also threatened _ 
to disrupt toe Jura 10-Juty 12 foo&aJIWorid Cup if their 
demands are not met AP, Paris 


RUSSIAN PIT STRIKE 


Miners block Trans-Siberian 


Striking Russian coal miners blocked a stretch of the Trans- ' 
Siberian raflway for e fourth day yesterday, as a regional gov- 
ernor warned they were prepared to expand their protests. . . 

Miners In the town of Anzhero-Sudzhensk have blocked the 
railway, diverting trains on to a route that Is hundreds of kBo- 
m stars longer. Arrian Tuleyev, the governor of Kemerovo, a 
coalmining region In central Siberia Tuleyev, said that miners 
from neighbouring regions, planned to block more railways, 
which coutd paralyse train movement between Moscow end - 
the east of the country. 

Miners’ protests also shook several other regions yesterday. 
In the Perm region In the Ural mountains, strikers blocked a 
highway connecting toe cities of Kungur and Solikamsk, and 
hatted traffic on the Northern Caucasian railroad near toe 
southern efty ot ShaWrty. ... 

• .Dozens of mines throughout Russia have been shut since 
early May. when miners went on strike to demand beck 
wages which sometimes run for more than six months. The 
government estimates they are owed a total of Rbs3.7bn 
(5600m). AP, Moscow 
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polish aprons soared by 24 per cent In the first quarter of 
- this yew deSpftetoi 8 par cert appreciation ^ real forma of. 
Pofancfa currency, toe zloty, shoe the start of tMa year. Rg- 
; urea from the cenfrri bonk current account published yestar- 
<tey shewed a 24 per cer* rise to exports, in toe first quarter 
. from toe same period last year,- to $7.2bri r whfie import* grew 
more stowiy to 17 per cent to teach S1Q.4ba 
However, despite a modest 4 percent focrease to the trade 
deficit to $&2bn In toe first quarter, the current account deffcft 
grew by almost a third to S2bn as repay me nt s on Poland’s 
Paris dub debt fafl <fcie to toa end of March. 

. The enco u ra gi ng trade figures w8 for the moment calm offi- 
dals who have bean arguing for Interest rata cUt&to ease for-: 
toga currency inflows causfog.the zloty to appreciate. Rather. 
Poland's Monetary Pofcy CoundlfRPP) wffl continue to eon- ' 
cantrato on ractoctog Inflation - ntonfog a* *» annual .13,7 per 
cert tert month. Sabrnon Smith Barney analysts arid yester- 
day that to toe fight of the Mast fofiation figures Fateh inter- 
est ratee would remrin high arto continue to attract foreign 
capital Inflows. Christopher Bobforid. Waraaw 
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Milosevic risks final 

break-up 
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By Guy Mmon in Belgrade 


■ Uvc -year ^ 


Slobodan Milosevic, Yugo- 
slavia's president, orches- 
trated the dismiashl of his 
prime minister and govern- 
ment yesterday, triggering a 
constitutional crisis that 
could load to the final 
break-up of the federation. ■ 

Radoje Kontic, a native of 
Montenegro, which with 
Serbia is one of Yugoslavia's 
two constituent republics, 
lost a vote of confidence as 
prime minister in the upper 
house of the Yugoslav parlia- 
ment 

He had fallen out of favour 
with Mr Milosevic by oppos- 
ing his plan' to impose a 
state of emergency in Monte- 
negro last January as a way 
of blocking the inauguration 
of the tiny republic's new 
president Ado Djukanovic, 
a Milosevic critic. 

Mr Milosevic has refused 
to recognise Mr Djukanovic's 
election victory or even meet 


him. Mr Djukanovic, whose 
reformist policies have won 
him promises of financial aid 
from, western governments, 
said in- an interview pub- 
lished yesterday that Mr Mil- 
osevic would become 'Yugo- 
slavia’s gravedigger". 

Mr "Djukanovic has repeat- 
edly threatened to lead Mon- 
tenegro; to independence if 
Mr Milosevic persists with 
his illiberal, nationalist poli- 
cies, which have kept Yugo- 
slavia ip. the bad books oC 
western: countries. 

Montenegro was alone, 
among' the six former Yugo- 
slav republics in remaining 
loyal to Serbia, and staying 
in the federation during its 
violent disint^jratlan in the. 
early 1990s. Although its 
population of some 650,000 is 
less than. 7- per cent of Serb- 
ia’s, Montenegro commands 
disproportionate powers in 
the federal Yugoslav assem- 
bly. | 

Mr Kontic was removed- 


with the help of six deputies 
loyal to Momir Bulatovic,- 
the former 'Montenegrin 
president defeated by Mr 
-Djukanovic In disputed ejec- 
tions, last October. 

Montenegro is to.hold crur. 

. dal parBaip notar y 

on May 31 t&ftt will deter- 
mine tiie republic’s aHoca- 
tion.of half of the deputies to 
the upper house, of the. fed- 
eral Yugoslav assembly. 
Analysts predict Mr Djoka- 
novitfs ruling party w5H nar-' 
rowly defeat the opposition 
led by. Mr Bulatovic. 

Diplomats said Mr Eon- 
tic's dismissal would gjwe Mr 
MDoservic greater leverage 
over Mcmtanegro'. 

Mr Milosevic received a 
further .boost yesterday with 
the news that the US and its 
European. ^ decided 
hot to proceed with, a poten- 
tially crippling investment 
ban an Serins. • . 

/The measure was 
announced oh May 9 to push 



Sacbain poico ramova Serb student* demo n a lrafog agriraU a g ow n— t tto cttta n to aBow ottmte 
Alantaosto tMtfwf’HstiDrunlvwWtyangCneeAig feaity in Koeouo . Reuters 


Mr JfQosevlC tntn flPwkjrjg a 
political settlement . to the 
growing conflict with the 
pro-independence ethnic 
Albanian -majority inSerb- 
la’s provtoce of Kosova 
. * Mr- Milosevic met Ibrahim 
Rugova, political leader of 


the Kosovo Albanians, for 
the first time last Friday. 
Negotiating toamR from -the 
two sides are to meet on May 
a.- 

. Jn another bid by Mr Mil- 
osevic to shore up his wan- 
ing powers, the federal com- 


munications ministry 
refused to grant broadcast- 
ing licences to 21 indepen- 
dent radio stations and 17 
local television stations. One 
radio station that did get a 
licence is to be run by Mr 
Milosevic's son, Marko. 



line against national interests 


By Wolfgang Muocftau, 

Economics CwTespondHBt 

It is now only a matter of 
days - maybe two weeks - 
until the formal launch of 
the European Central Bank. 

The six nominees to the 
ECB’s executive board seem 
to agree on the broad out- 
lines of policy. But one of 
the unresolved questions 
about the new arrangements 
is how they will work 
together with the 11 national 
central bank governors. 

Together, they constitute 


the 17-strong - governing 
council,: the -ECB’s primary 
decision-making body. This 
governing council is respon- 
sible for setting interest 
rates in the Emu area. 

One of the potential weak- 
nesses of the new arrange- 
ments is -the possibility of 
national coalition building: 
Like-minded central bank 
governors might collude to 
push their rational interests 
to the detriment of the group 
as a whole. 

Under the Maastricht 
treaty, the ECB must set pol- 


icy with a view to the euro 
area as a whole and without 
prejudice to countries or 
regions. The monetary or 
inflation targets should be 
those of the zone as a whole. 

The national governors’ 
majority could make coDu- 
sion tactics - feasible, 
although there is no indica- 
tion tow* thfa would happen, 
especially as economic con- 
ditions are fairiy convergent 
But the system does not 
appear to have sufficient 
safeguards, against such 
practices. - . 


Private sector pushes for right 
to print new euro notes 

But banknote production looks like staying in the hands of • 
state-controlled printers, writes Peter Marsh 



A- 




Living with 
the euro . 


A s Europe prepares to 
embrace Its single cur- 
rency, a battle is devel- 
r - oping over how far the pri- 
vate sector will be allowed to 
compete for orders for print- 
ing the estimated lObn new 
banknotes which will he 
required. 

Two companies, De La Rue 
of Britain and Giesecke & 
Devrient of Germany, are 
lobbying to have a bigger 
share of the estimated $600m 
business, the biggest bank- 
note printing project ever. 

One of the ironies of the 
euro scheme, which is sup- 
posed to promote a freer and 
more transparent market 
around the continent, is that 
the production of . the notes 
themselves looks like being 
settled behind closed doors 
and without a public tended . 

"Banknote printing is one 
of the last protected markets 
in Europe, " said Tim Roth- 
well, a printing analyst at 
Greig Middleton, a London 
stockbroker. “It seems 
unlikely that the bureau- 
crats at the European Cen- 
tral Bank will he motivated 
by the best interests of tax- 
payers." 

The ECB, which is taking 
over the reins of its prede- 
cessor, the European Mone- 
t tary Institute. (Emi). will 
decide on the final designs 
for the euro banknotes, and 
the printing arrangements 
for them. 

But while the Emi says 
that these matters are still 
oper for discussion, most 
observers expect that the 
bank will give virtually all 
the orders for printing the 
notes, to the European 
Union's state-controlled 
printing works. 


The EU has 18 such organ- 
isations, answerable to the 
national central banks 
which, once economic and 
monetary union starts on 
January; L wfli become part 
of the European System of 
Central Banks- They print fiO 
per ceA of the banknotes 
currently produced' by the 
EU. 

“Can you imagine the 
Banqu&' de nance felling to 
organise .things ao that its 
own printing works htfeses 
out aa the [euro] contracts?” 
asks one European banknote 
Industry specialist . 

It is expected that the euro 
orders will be placed from 
early next year. A large 
stockpile has to be ready in 
2002, when they are due to 
replace existing banknotes. 

The state dominance of 
banknote printing in Europe 
has for years irked De La 
Rue and G&D, which are by 
far the two biggest private 
sector players in banknote 
minting worldwide. .... 

Between them.' they 
account for about three- 
quarters of the world's 
ttOOm a year "open" bank- 
note printing' market, which 
is about 85 per cent of the 
total and excludes those 
notes made by state-owned 
organisations. ’ 

Both companies have been 
putting their case to the Emi 
for a greater share of the 
euro business, arguing that 
private sector efficiencies 
could significantly reduce 
the costs of printing. They 
argue, that their interna- 
tional experience since the 
1860s - which is when both, 
companies started banknote 
printing - is enough to cope 
with security; Issues impor- 
tant In this type of work. ■ 

Manfred Beck, head . of 
banknote p ri nting at G&D, 
says that the flexible shift 
working at G&D*s .German 
plants in Munich and Leip- 


zig could lead to worthwhile 
savings. John Burbidge- 
Ring , De La Rue’s commer- 
cial director says that put- 
ting at least some of the euro 
'contracts out to public ten- 
der would be "reasonable 
and practicable". ' 

De La Rue argues tt has 
plenty of spare capacity at 
its five print works around 
the world, in Britain. Malta. 
Singapore, Kenya and Sri 

T jnka. 

One London-based analyst 
estimates- that private sector 
flexibility . expertise could 
easily knock 20 per cent off 
the printing .costs for the 
euro, with no loss Jn quality. 

A' European central 
banker said he had some 
sympathy with the views of 
the private sector organisa- 
tions on the grounds that- 
some state-owned printing 
works were not particularly 
efficient 

All the EU • countries - 
with the exception of Portu- 
gal and Luxembourg, which 
both, use De La Rue to make 
their notes - have their own 
state-controlled printing- 
works. Germany has gone 
further than most EU 
nations in involving the pri- 
vate sector. Printing the 
country’s banknotes Is split 
between G&D and the Bun- 
desdruckeret a public com- 
pany in Berlin. 

GAD and De La Rue are, 
however, hoping for changes 
in the next few years. Gov- 
ernments may. well recon- 
sider the logic of keeping 
open ah the state-controlled 
print plants once Emu is up 
"ami running- - 

The two companies are 
thought also be quietly hop- 
ing that the effort "to bring 
out -the- lOta «iro notes in 
tone fix- 2002 wiU TUD into 
technical problems - in 
.which case .they might be 
called in'far a bigger share 
of the woriL- 


New offer In pay-TV row 


By Ralph sad 

Samar bkandar To Brussels 

Kirch and Bertrismaim. the 
German media companies, 
have offered to let the coun- 
try's rcjdooal cable compa- 
nies ctanpeteintbe distrtta- 
tioh of their proposed digital 
pay-TV venture as part of 
efforts to avoid the Euro- 
pean Commission blocking 
the project -*• 

The latest concession, pro- 
posed to Brussels last week, 
appears to have raised the 
chances of the project win- 
ning approval, ft ruling by 
the Commission is due by 
Junes. - 

Brussels' described the 
revised plan as “a step 


in the right direct! on”- 

The project fevdves Ibid-' 
ing DF-l, a tosMnaktog digi- 
tal pay-TV company- owned 
by Kirch, Into Premiere; A 
successful analogue sub- 
scription' service owned by 
Kirch and GLT-Ufe, the Lux- 
embourg-based broadcasting 
group in which Bertelsmann; 
las a' 40 per cent Stake. . 

The wised plans seek to 
ove rco m e worries by Karri 
Van Hlert, tompetitfon com- 
missioner, about the new 

venture creating a dominant 

group to the German pay-TV 
market Regional cable oper- 
ators could offer Premiere 
• alongside their own services 
.or on particular terms to 
their own customer*: But 


Premiere would also be mar- 
keteddireefly. 

The companies are also 
believed to be ready to sril a 
. stoke to-Bria BreearriC.fhe 
company that controls, the 
tecbnblpgy for decoder boxes 
necessary toylaw digital 
programmes. 

Meanwhile, dtrio, one 1 of 
Germany's r^new telecoms 
companies which also has 
L6m (s£Me easterners; has 
submitted proposes to Bnm- 
sek jmSer: whieha consor- 
tium.. would Jink up with 
Deutsche Triricom - : the 
partly-privatised- telecoms 
giant ateo involved in the 
protects- \3h org Mtfri ng the 
maricettoeof .the services via 
a bust company. . 



KB watch 


At the Bundesbank, eight 
insiders are confronted with 
nine outsiders. At the Euro- 
pean System of Central 
Banks 11 outsiders stand 
a gainst only six insid ers. 

'Furthermore, national cen- 
tral banks are backed up by 
large administrative 
machines. The Bank of 
France and the Bundesbank 


will continue to employee 
over 10.000 staff each, com- 
pared to 500 at the ECB. 

Their economics depart- 
ments are a formidable 
sources of data and eco- 
nomic anal ysis. National sta- 
tistics are ol higher quality 
than- European statistics, 
although this may change 
over time. 

Hans Tletmeyer, president 
of the Bundesbank, last 
week tried to reassure 
observers that the Bundes- 
bank's council already took 
economic conditions in other 


Emu member states on 
board when formulating pol- 
icy. 

Unresolved is whether 
national govern o rs will take 
the pan-Emu view when 
they face genuine policy 

tfflfrimrag 

• The ECB’s internet 
address is: httprll 

iouniD.ecb.int. The site is 
already operational, but cur- 
rently only mirrors the site 
of the European Monetary 
Institute, the ECB's forerun- 
ner. 


GREECE OLYMPIC FACES RESTRUCTURING 


Airline hit by 
move on loan 
guarantees 


By Karin Hope in Athens 


Olympic Airways, the 
struggling Greek state car- 
rier, faces a cash crisis after 
the Socialist government’s 
decision to end state guaran- 
tees on lending to loss-mak- 
ing public sector enterprises. 

The airline has become a 
test case in the govern- 
ment’s effort to accelerate 
structural reforms so that 
Greece can qualify for mem- 
bership of the European sin- 
gle currency by 2001. The 
economy ministry says that 
if the current restructuring 
plan fails, Olympic will have 
to shut down. 

Olympic last week 
obtained its first loan on 
commercial terms, raising 
Dr4hn ($13m) from two state- 
controlled banks to pay sala- 
ries for its 6.400 staff. Reve- 
nues declined sharply in 
April because of strikes 
staged by phots and cabin 
crews in protest at the cost- 
cutting plan. 

Company officials said 
$3m more was urgently 
needed to meet payments 
due on six leased Boring 737 
aircraft, which are to handle 
additional fli ghts during the 
tourist season. 

Olympic has used up 
much of its spare cash on 
paying benefits to more than 
500 staff who chose to retire 
rather than accept a three- 
year pay freeze. 

“Olympic is being asked 
for the first time to pay mar- 
ket rates on its borrowing 


requirements and to put up 
some of its assets as collat- 
eral," said an- official at 
National Bank of Greece, the 
state-controlled bank which 

handles the bulk of lending 
to the public sector. 

National Bank has started 
negotiations on a Dr20bn 
medium-term loan for Olym- 
pic in which international 
banks would participate. It 
would cover early payments 
on new aircraft which are 
due to be delivered later this 
year as well as working capi- 
tal requirements. 

The airline is relying on 
increased cash flow during 
the summer to keep flying. 
Revenues from its monopoly 
of ground handlin g for char- 
tor flights to the Aegean 
islands are set to rise, but 
bookings for Olympic Sights 
have sunk to an all-time low, 
according to travel industry 
officials. 

Olympic's survival will 
depend on how quickly 
Greece's transport ministry 
can revive a stalled agree- 
ment with the European 
Commission on providing a 
Dr35ta capital injection and 
state guarantees to finance 
new aircraft purchases. 

The Commission agreed a 
rescue plan for Olympic in 
1994 but successive Greek 
transport ministers failed to 
ensure it was carried out. 
The proposed capital 
increase, as well as $375m in 
state guarantees for fleet 
renewal, have remained fro- 
zen for more than two years. 





From Tendfe Hill, Geny Fitzpatrick can look down on 
the Rolls-Royce plant in die P ermines. Here, Geny 
- and his colleagues revolutionised jet engine technology 
by, making engine fen blades stronger yet lifter. This 
technology was first launched on Boeing planes and 
when you fly a Boeing 777 today, you can thank Gerry’s 
tram for the smooth but powerful take-off. Boeing has 

l jirnf. teeing, am 


been working with European experts like Gerry and 
their companies for over 30 years. For one simple 
. reason: we want to work with people who are best at 
what they do. Of course, building an airplane is a 
massive enterprise. It takes teamwork on a grand scale. 
Many individuals, many companies, many countries. 
But working together, we can do almost anything. 
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Russian reformer 
‘witch-hunt’ Victim 


By Cfwystfa Freeland in Moscow 

Alfred Kokh, a former 
deputy prime minister who 
has been caught up in one of 
Russia's highest-level cor- 
ruption cases since the col- 
lapse of co mmunis m, says he 
is the target of a politically 
motivated witch-hunt. 

“This is no less dangerous 
than the events of the Brezh- 
nev era," Mr Kokh said in a 
telephone interview from 
New York. “It is a night- 
mare.'' 

Mr Kokh, whom Moscow 
prosecutors charged this 
month with embezzling state 
property, said communist- 
dominated law-enforcement 
agencies were using their 
power to mount a covert 
attack against Russia's 
reformers. 

“The procuracy is taking 
over the functions of govern- 
ment They are entering the 
political process,” he said. 

“The procuracy and Its 
cadres have not changed 
since the communist era. 
The prosecutors simply hate 
us. They are communists.” 

Moscow prosecutors allege 


that Mr Kokh fraudulently 
distributed 21 apartments to 
government officials, includ- 
ing himself. The charges 
carry a maximum penalty of 
10 years' prison. 

Mr Kokh/the former head 
of the state privatisation 
agency, acknowledged that 
government money had been 
used to buy 21 Moscow 
apartments for himself and 
fellow civil' servants. 

However, jhe. asserted that 
the deal had been authorised 
by Anatoly Chubais, then a 
senior government official, 
and Victor Chernomyrdin, 
then the prinm minister. . 

Mr Kokh said the 1 apart- . 
meats, including: his- own 
three-bedroom .apartment in ' 
the heart of Moscow, were a. 
legitimate remuneration for 
reformers who worked, hard 
on low government salaries. 

He believed, that,', if • be. 
returned to Russia, ha would 
risk being arrested. Nonethe- 
less, he said that this Week 
he planned- to come back to 
Moscow to launch a contra- • 
versed book. 

Last year Mr Kokh was 
paid $100,000 lor the book. 


which' is a history of Rus- 
sia’s privatisation drive. The 
Swiss company which pur- 
chased the book rights bad 
connections with Onexim- 
bank. a powerful Russian 
financial group which rivals 
alleged Mr Kokh had 
favoured during the privati- 
sation process. 

Mr Kokh said that at the 
time he sold the book rights, 
he was unaware of the links 
between the Swiss trading 
company and Onesdmbank. 
However, he insisted that, 
even had he know- of a con- 
nection. there would have 
been no impropriety.. 

' “Let us say, for the sake of 
argument that Onerimbank 
itself paid'.ine the honorar- 
ium . directly. ; although -that 
was not the case." he said. 

'“Even if it were. so, what 
would be the problem? ... I 
-think - a bribe is if you do 
- something for me and 1 pay 
‘ you money for it That is a 
. bribe. Bat those people' who 
supposedly paid me a ' bribe 
are making a profit [on my 
bookj. Host cart it be a bribe 
if it makes them a profit? It 
should be a loss.” 


Slovakia’s central bank 
eludes tighter controls 


By Robert Anderson 


The Slovak government 
admitted defeat yesterday in 
its attempt to exert tighter 
control over the central 
bank and shelved its propos- 
als until after national elec- 
tions in September. 

Miroslav Maxon, finance 
minister, said parliament 
had withdrawn from its 
agenda an amendment pro- 
posed by the government to 
change the central bank law. 

“Together with the central 
bank we are working on a 
complex revision of the cen- 
tral bank law, but no such 
legislation will be approved 
during the current govern- 
ment's term in the office," 
be said. 

The shelving of the pro- 


posals reflects strong domes- 
tic opposition both inside 
and outside parliament, but 
also the need to reassure for- 
eign investors as Slovakia is 
launching the first tranche 
of a $lbn eurobond. 

The government's propos- 
als would have let it appoint 
half the bank board mem- 
bers, control its budget by 
transferring approval from 
the board to parliament, and 
force it to increase its financ- 
ing of the growing govern- 
ment budget deficit 

The proposals were widely 
viewed as an attempt to 
soften the central bank's 
tight monetary policy before 
the elections. The policy has 
made financing the govern- 
ment budget deficit expen- 
sive, with domestic yields of 


more than 25 per cent This 
has led the government to 
seek financing abroad. 

In its defence, the bank 
had warned that the propos- 
als would drive up inflation 
and weaken the currency. Its 
fears were echoed by credit 
rating agencies such as 
Moody's. 

Earlier this year the gov- 
ernment changed tack after 
opposition from within the 
coalition and began negotia- 
ting with the bank. 

In an interview then. 
Vladimir Masar. bank gover- 
nor . said the proposal to con- 
trol the bank's budget was 
now dead, but discussion 
was continuing on the other 
proposals. T think there is a 
space to look for a compro- 
mise,” he said. 



Armenian diaspora carries some clout 


The former Sovjet republic is now the third . 
largest leapferrt of US vafcj •: per capita. . 

writes Sefiria Williams ih Yerevan 


A rmenia’s highway from 
the borders to 
Nagorno-Karabakh is 
oddly enough jnst that - a 
smooth, unpotholed and safe 
road with signs marking 
hairpin turns, and barriers 
on steep curves. . • • V - ’ 
The $iOm road*. an anom- 
aly in a region of battered 
amf frequently unusable 
thoroughfares, was funded 
-by contributions from the 
Armenian diaspora, an esti- 
mated 8m Armenians living 
.abroad, and is testimony to 
their power to redraw the 
map with their significant 
financial and political sup- 
port. . 

“Without the diaspora, no 
one would know or care 
about Nagorno-Karabakh or 
Armenia: it would have 
become just another former 
Soviet republic with no pros- 
pects,” said Arki Vartanian, 
acting director of the Yere- 
van office of the Armenian 
assembly of America. 

The organisation has lobb- 
ied the US Congress - oh 
Armenian issues so success- 
fully that Armenia is the 
third largest recipient of US 
aid per capita after Israel 
and Bosnia. 

The diaspora's impact is 
felt throughout Armenia, a 
country of some &5m, and is 
visible in every sphere, from 
aid to business to politics. 
Last year, Armenia received 
over (350m from the dias- 
pora, some $ 100 m more than 
in 1996 and (180m more than 
Armenia received in US aid. 

The diaspora's influence is 
expected to grow, thanks to 
Armenia's newly elected 
president, Robert Kocharian, 
who has promised Armen- 
ians living abroad dual citi- 
zenship a nd a greater role 
than the previous president 
allowed. 

“Armenians, whether they 
live here or abroad, have to 
feel like fully fledged citi- 
zens,'' Mr Kocharian said in 
an interview after the elec- 
tions. “It’s important we cre- 
ate the conditions for the 
diaspora to participate in 
business here” 

It is not just the large pro- 
jects funded by contribu- 
tions from Armenians 


abrftad that make a differ- 
ence. About 85 per 'ceht of 

fordgn i n vestors in Armenia 
are . from. ' the diaspora. • 
Though many of them .are 
srp«ii investors,' buying" up 
privatised cafes and restau- 
rants, the effects are visible 
and the examples numerous. . 

Thanks to Watche Manu- 
gian, a British multi-million- 
aire who put up most of the 
capital to establish a branch 
of fifisOanffBank. Armenians 
have western standard bank- 
ing 'facilities and will soon 
have an insurance company. 

Armenia's foreign cousins 
bring something more valu- 
able t h an money: they intro- 
duce western know-how and 
business experience in a 
f orm caster to grasp because - 
from ^ familiar source. 

Ultimately, it is the 
smaller investments of time 
and energy that have the 
most direct effect Nina Hov- 
oanian, a wealthy New York 
Armenian, opened a small 
workshop in Yerevan three 
years -ago for her tine of 
designer clothes and home 
furnishings which she then 
exports to the US. The deri- 
sion to come here. Ms Hov- 
nanian says, was only partly 

finan cial. 

“It's much cheaper for me 
to have the work done here 
rather than in the US," says 
Ms Hovnanian. who employs 
five people to do the bead- 
work and embroidery on her 
designs. Her employees earn 
over $400 a month, a 
princely sum in this country 
where average salaries are 
below $100. 

“But cheap production is 
not the only reason to be 
here,” says Ms Hovnanian. 
who plans to sell her New 
York penthouse and buy a 
flat in Yerevan. “I feel so 
comfortable here, as if I'm at 
home and surrounded by 
family." 

L ike most Armenians 
from the diaspora, Ms 
Hovnanian’s grandpar- 
ents fled what was w e ste rn 
Armenia, now eastern Tur- 
key, after the 1515 genocide 
wiped out some lm people. 
The trauma has left its mark 
on subsequent generations 





The Yun Yum Donut in Yerevan, one of many such cafes stated 
by the Armenian cBaapora ft*en Mangasanran/Partar 


and made them fiercely pro- 
tective of all Armenian terri- 
tory. particularly 
Nagorno-Karabakh, the 
mainly Armenian populated 
region within oil-rich Azer- 
baijan and the scene of a six- 
year war for control of the 
territory. 

Diaspora money, often fun- 
nelled through the national- 
ist political organisation 
Dashnaktsutyun, provided 
crucial support during the 
war between Nagorno-Kara- 
bakh and Azerbaijan. Many 
Armenians living abroad 
flew into the region to help 
their compatriots. 

Many of the diaspora were 
later scared off after the pre- 
vious president, Levon Ter- 
Petrossian. outlawed the 
Dashnak party, an organisa- 
tion with enormous clout 
abroad, three years ago. and 
imprisoned the leaders on 
charges of terrorism. 

Mr Kocharian. 43, has been 
quick to embrace the power 


of the diaspora, especially 
after ruling out compromise 
on any Korabakh peace deal, 
a stand that will probably 
cut the country out of any 
potential pipeline deals and 
further isolate Armenia from 
its neighbours and natural 
trading partners Turkey and 
Azerbaijan. 

One of Mr Kocharian's 
first moves os acting presi- 
dent was to free the impris- 
oned Dashnak leader, a sig- 
nal well received by the 
diaspora. Within a few days 
Kirk Kerkorian, the US- 
based multimillionaire, 
announced a SlOQm fund for 
Armenia. 

“Kocharian's definitely 
been cultivating the dias- 
pora,” says one western dip- 
lomat. “He obviously 
believes the only way to 
make Armenia prosperous is 
by attracting foreign inves- 
tors. They won't come here 
unless they have a vested 
interest in the place." 
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Brussels 
to spur 
movement 
of goods 

By Samar Wcmater and tflcfcad 
SraHb In Brussels \ 

European Union minister 
voted, unanimously in favour 
of new sihgle-market legisla- 
tion yesterday, removing 
obstacles to eross-bcndcr 
trade among members. \ 

The agreement, \ in 
response to incidents such 
as the recant strikes! by 
French lorry drivers. glVes 
the European Commisskm 
wider powers to demand 
that member states tape 
“necessary and proportion- 
ate measures" to remove 
such obstacles. \ 

The FYench strikes of 1996 
and 1997 paralysed the 
French road network and 
caused heavy losses to road 
hauling companies and non- 
French exporters whose 
products were transported 
through France. 

Under yesterday's resolu- 
tion, member states under- 
take “to do all within their 
powers. . ■ to maintain the 
free movement of goods and 
to deal rapidly with actions 
which seriously disrupt the 
free movement of goods". 

Requests by the Commis- 
sion for action against dis- 
ruption will have to be 
answered by the member 
state within five working 
days. Within this time limit, 
governments must tell the 
Commission - and other 
member states - of the mea- 
sures taken to remove obsta- 
cles. 

The text, however, is a 
toned-down version of pro- 
posals put forward last year 
by the Commission. Several 
states argued that these 
were incompatible with 
national laws protecting 
workers' right to strike. 

The final agreement says 
intervention must not 
“restrict or adversely 
affect. . . the right or freedom 
to strike as recognised in the 
member states”. 

Separately, ministers 
made progress towards 
reaching agreement on a 
draft resolution for a Euro- 
pean company statute that 
would enable multinational 
companies to set up a single 
corporate identity in the EU. 




Why You Should Attend? 

Investing In Australasian Natural Resources offers an 
opportunity lor natural resource company managmant, fund 
managers and analysts to come together and compare notes. 

H is a meeting place to for dynamic resource companies 
operating in the region. 

Some of the Countries Featured 


• Australia 

• Camborfia 
■ China 
-India 


-Indonesia 
• Malaysia 
- Myarvnar (Buma) 
-New Zealand 


■ Papua New Guinea 
-Philppines 
-Thailand 
-Vietnam 


Who Should Attend? 

Derision makers in the areas of mining, finance, 
investment and trade, in private and public sector 
institutions such as: 

• Banking and Finance Organizations • Infrastructure Specialists 
- Brokerage and Investment Firms • Mining Companies 

■ Export Promotion Agendas - Mutual and Pension Finds 

■ Export Finance Offices - National Energy Departments 

■ Gas and Energy Companies • National Flaming Offices 

■ Government Development Offices 


Some of the Featured Topics 


Outlook for the Next M&cnium in the Pac&rc Refpon 
Dr. Kenneth Courts. First Vice President, Strategist and Chief 
Economist of Deutsche Bank Ooup Asia PacfSc {Tokyo) 

I nt er n at io nal Companies BuOcSng Capital in Australasia 
Presented by senior management of Placer Pacific LfrL, 

Tech Corporation and Norenda 

A Fund Managers Criteria for brusstmg At Australasian Natural 
Resource Companies 

Chris Bertel, Manager, Mineral Fund Advisory Pty Ltd. (Mofbcune) 

A Global Resource Fund Looks Abroad for biveetments 
Bank Holmes, Chairman & CEO US. Globe! kweetora, Inc. (Texas, 
US.) 

Capital Rnandhg in the International Markets 

Fredrick B. Kaufman. Chairman. DuMvche Capital (Mdboume) 

Global M&iaraf Opportunities for Australasian Companies 
Presented by Mining Ministers from Zimbabwe. Niger. Zambia and 
Mexico 


For more information 

visit our website: http:Zfamw.Hconf.com 


Investing fri Uranium Company Stocks 

Rick Rule, CEO & Senior Analyst. Giobd Resource hweatmarts 

Lid. (Catfomia. U5.) 

John Borshoff, Managing Director, Retedm Resources KL 
(Sublaco) 

Indonesia'* Contract a! Work- A Model MSmng Tax Resume 
Robert Pareons, Chairman of flte World Mining Grop at Price 
Wafaritouee (Jakarta, frefonestej 

AmRbtePn&ofMMudCoiadrinandaiakSuxase 

Stories 

James Rctmer, Ector and Pufafeher of Asia tot, Asian Edtor for 
Fortune Magazine, Author aid Fortner Director and Ctmt 
Economist of CS First Boston In Hong Kong (Hong Ktng) 

Mining and Prospecting for Diamonds In A ustralasia 
Chris J. Bradbrook, VP. Head of Research, Senior Mntng Analyst 
Ybrfcton Sacurftie* Jnc. (Toronto, Canada) 

Natural Resources in a Chan gi ng World 

JuSan Emery, Director & Jeff Davies, Petroleum Industry Analyst 

David Wahmson Associates Limited (London) 


How to Register 

Kindly send ere attached registration tone with payment to 
the address below: 

Payment tor registration must be made In lull at toe tone of 
booking. Registration payment Is relundable less 20% 
aOntotatr a tnra toe unto June 10. 1998. Alter that data, no 
refunds are available however a substitute delegate is 
always welcome at no addtoonal charge. Payment may be 
made with a check drawn on an U S. bank. iru ama Oon a l 
money radar on a conespondtog U.S. bank payable to u.S. 
doBara, or by oredK card using this form. Please request 
win transfer Instructions by phone (3057 859-1963, lax 
(305) 669-7350 or email 0teon1OQcontxomi. 

Conference Registration Fee includes: 

■ 2 and a half days of Conferences 

- Exhibits 

- Luncheons and receptions 

- an invitation to the Gala Dinner on 


6310 Sunset Drive, Miami, R USA 33143-48Z3 
Phone: (305) 669-1963 fee (305) 669-7350 

Toll Free (800) 282-74® (in die US. and Canada) 



ofc 




iitsmsiin 

l 1 will be paying by: □ Check (drawn on US bank) 

j □ Credit Card (Please complete details belowk 

j □ VISA □ MasterCard □ Amer Ex. 

1 Authorized Amount (USS) 

1 Card Number 

Exp. Date 


I 

1 Name (print) 

Signature 


1 

| Registrant Information: 

, Company: 

1 

1 

| Individual: 

Title: 


] Address: 

i City: 

Pravince/State 


l Country: 

Postal Code: 


1 Phone: 

Fax.- 


• Email: 

Website: 



4 

In the name of God 

INVITATION TO TENDER 


National Iranian Oil Co. (NIOC), intends to implement through international tender, on the 
basis of a buy-back contract the project hereunder described, by companies whose technical & 
financial capabilities are recognized by NIOC. 

The project consists of: 

Construction of a 32 inch diameter & 392 kms pipeline and three associated pumping stations 
(with a total installed capacity of approx. 90,000 hp) including storage and blending facilities in 
Neka, and modifications in Tehran & Tabriz refineries for the transfer of the Central Asian 
Republics (Caspian Republics) crude oil via IR of Iran. 

The project has to be financed during execution by the contractor under a buy-back contract 
Repayment of the total amounts involved, together with the remuneration thereon, shall be 
made through the revenue generated from the swap contacts concluded between NIOC and the 
parties concerned, within five years as of the date of the project commissioning. 

NIOC shall hold a seminar in London for presentation of the project on 4 June 1998 at:- 

NIOC House 
4 Victoria Street 
London SW1H ONE 

All reservations must be made in advance by fax to: 

0171 340 5123 

Tbnder documents will be available for purchase as from 8-18 June 1998. 

Companies interested in this project may contact the following offices 

NIOC House NIOC Central Building 

Taleghani Ave 
Ttehran, Iran 

Pax No. 0171 340 5123 009821 646 7432 

Tel No. 0171 340 5122 009821 646 4281 


4 Victoria Street 
London SW1H ONE 


BUSINESSES WANTED 


LEGAL NOTICES 


Butterfly Holdings pic 

. pwtp of engineering anpanica 

is looking » expand. Specifically the company wishes co add a range of 
itaadwri machinery to broaden ill present range of engineering products. 
Typical unit cost for a seaside proitoa up » OOjno. 

IT you ta«s a bnsraess or machine range which b do longer pan of your core 
activity and sweats to wit our irapkeoMo. plow write in the first haonce to 
die finance Director n toe address below; 

Butterfly Holdings pic 
Lavemham Btmtnen Centre 
Persons Street, OWbnm, OL9 7 AH 


Jr 


MEDIA EXPANSION 


Long mndai g weekly n e w ^j apg hm in rri i* looktng w espand iw moSa bneresn 
into otter area* of poWisfetng whether Iocs! new^npers, magazines, consumer, 
spodaib* or tattaen press and otoer fores of media whether ckcBurac or odienrisc. 

We would bo knmted in tearing ftom prindpsli mdndiDg toose inwdved io san up 
ritntkm. whether for cetrigfat purchase or ponneablp, 

Please wad in intense catoMcnec a brief mu mm y and financial overview an 

WMtebaM New Street Srpare-LcmlanECdAJtM ^ 


We would be pleased to receive Instructions from 
companies seeking to expand by acquisition of businesses 
with a minimum turnover of £2m. 

We are success driven remunerated only on completion. 
UZMG 

22 High Street Sutton Coldfield Htest Mtdteods B72 1UX 

Tel: 0804 7833863 International: +44 121 456 

4946 

fax: 6121 456 4923 E-mail: uzmg@btiDternetxom 


NOTICE TO SHAREHOLDERS OF 
MLH REALTY INVESTMENTS VI N.V. 

Notice of ton Ante General Meeting or Shanehoktara of MLH Realty 
torentroantn VI N.V. (toe "Cranpeny') in hereby ghwn. The mating la to taka 
place at tttOO am. on May 7B, 1086. M toe ra gte erad oWca of the Company. 
14. John a Gorekawtg, Curacao, N othertratoa AntBea. The agenda of toe 
meelkig M eel huh betow. 

AGENDA 

Annual Meeting of Shareholders of 
MLH REALTY INVESTMENTS VI N.V. 

1. Report by Baenl of Supav to y Okectore on toe coraaa of buri n Bat of too 
Company and on the admMrtatlon conducted during the teeal year ended 
December 31. 19S7. 

2 Dbchtogn id nubonquent re nl c rt l on of Meet, Jack A Cunen Robert F. 
Atdenanper and Jenna V. Cteuao aa naneere of the Boerd of Supervjoory 
Obactum. 

2 Rapratby the Board of Managing Dlreetnre on toe caused buaktnae during 
toe Steal year anted Daccatoar 31. 1997. 

4- Pre aa nt m on of the Mat Rena cf Ota Steel year ended DacemOar 31. 1907. 
5. CorOnnetion and adqton of to* Balance Sheet end Proft and Lore 
AeosudStr toe fiaeafyoar ended DeceitSier 31, 1BB7 end at preeontad to 
toe report td ton aeeartng ten of Great & Young UP dated May 1X1S9B. 

& OartteigB end ateeequant re ele cti o n el toe Board of Managing Dlractare 
7. O e te ctta n rftodapendent audtora. 

aie ra httenre. by erecuUng toe auteertpdon agreement tor titer shares nave 
estacUed a anc i trim ray proxy In tow a Ymurte Corporation HV.. 
aUhraltoe Ywmnto Corporation N.V. tn vote the Investor 1 * ahwea. Tide 
presy may be revoked ttehar paraonaly at toe Genarte Ma«to« of SharahoMaia 
or bp nekton notice to town Corporation N.V., 14 Jow a Qraeksweg. 
Curacao, Netoeitandn AntBea, received prior to weft meeting. S he rehaMere 
hM toe opporteiSy to inebuet Ywmante Corporation N.V. eatotoe vodno o( 
thalra ha ra e bywrttoBtoYteaatoeeQxp— Boaff.V. tefteateweedteeaa. 

MLH REALTY INVESTMENTS VI N.V. 

• By: MbesPieraon'Rust (Curagao) N.V. 
Managing Director 



We already have the edge. Now on the way 
to the No. 1 position in Europe. 







The company. 

Mannesmann operates in Tele- 
communications, Engineering, 
Automotive and Tubes & Trading. 
All sectors are consistently man- 
aged with a value-driven approach’ 
lur yardstick for measuring value 
creation, the return op gross 
operating assets, reached 10.3 
per cent in 1997. We have com- , 
mitted ourselves to reach the 
15 per cent mark in tfoe year 2000. 
Our medium-term objective is to 
reach a 20. per cent 5 return. 



Telecommunications - 
growing across borders. 

Thanks to D2, 
?Arcor and our . 
* * * * r participations - 

Omnitel and infostrada in Italy, 
and Cegetel in France - we're 
well on our way to becoming the 
leading private telecom .provider 

i 

in Europe. lrj digital mobile tele- 
communications, D2 is already 
market leader in Germany, Today, 
the Telecommunications segment 
generates; 
the Group^s 

biggest earnings contribution. 


Your advantages. . 

With Arior and D2 we aim to 
bffer ait the advantages of an 
integrated communications com- 
pany and are already realizing 
marketing and cost synergies for 
the- benefit of our customers; 
Arcor runs a high-performance; 
full. Coverage 'Wireline network, 
reaching the heart of every city; ■_ 


in Germany. Building on the 
strength of D2, Mannesmann 
has consistently exploited the 
opportunities of today's Informa- 
tion Age. Our aim? To further 
sharpen our. European edge. 

Engineering - 

a top place in the world market 

With Mannesmann Demag, 
Mannesmann Dematic, Mannes- 
mann Rexroth and Krauss-Maffei, 
we rank among.the world's leading ■ 
suppliers in mechanical engineer- 
ing. Mannesmann Engineering 
is No.1 in hydraulics, material 
handling and plastics machinery. 

■ We aim to optimize our product 
portfolio to enhance profitability 
and secure future growth. 

Automotive - 

making cars more intelligent. 

VDO and Sachs ore innovative 
partners to the automotive indus- 
; try. Sachs ranks among the lead- 
ing global suppliers of chassis, 
and powertrain components and 
- systems. VDO is QApfJC 

recognized as an expert in. the 
fields^of integrated electronic 
information and control systems. 
Through its acquisition of Philips 
Car Systems, VDO with its new 
Car Communication division is 
poised to become one of the 

world's premier 
providers of ■ 

. integrated: information, navigation 
• and traffic telematics systems. 
Seizing every opportunity to boost 



current value, we aim to forge 
ahead with the internationaliza- 
tion of our Automotive sector 
and to strengthen our systems 
expertise. 

Mannesmann's strengths. 

• Strong commitment to .value- " 
, driven management 

• Telecommunications: : 

- German market leader in •; 
digital mobile 

; telecommunications.;, 

- Leading private integrated ; 
provider in European , 
telecommunications. 

• Automotive and Engineering: 
Outstanding global position, : 

Tubes & Trading - 
effective partnership strategy. 

The Tubes & Trading sector pro- 
duces and markets steel tubes 
for every application. In order 
to bolster our market position 
and improve our cost base, we 
have been incorporating all major 
product areas into cooperative 
affiances since the early nineties. 
The latest and most significant 
step in this direction is our joint 
venture with the French group 
Vallourec for seamless tubes. 

Mannesmann - 
working for your future. 


http://www.mannesmann.com 
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THE AMERICAS 


Justice, and twenty US states 
throw antitrust book at Microsoft 

The US software giant has been told to: □ Stop ‘exclusionary and restrictive’ 
practices; □ Remove ‘competitive shackles’ on PC manufacturers; and □ Drop 
‘exclusionary’ agreements with internet service providers and online publishers 

By Louse Kehoe in Seattle 


T he US Justice Depart- 
ment and 20 US states 
plus the District of 
Columbia charged in their 
antitrust lawsuits yesterday 
that Microsoft, the world 
software leader, had 
“engaged in anti-competitive 
and exclusionary practices". 

These were “designed to 
maintain its monopoly in 
personal computer operating 
systems and to extend that 
monopoly to internet brows- 
ing software". 

The Justice Department 
complaint alleged that 
• In May 1995, Microsoft 
executives attempted to per- 
suade Netscape Communica- 
tions. a pioneer of internet 
software, not to compete 
with Microsoft and to divide 
the browser market, with 
Microsoft making software 
for users of Windows and 
Netscape becoming the sole 
supplier of browsers for non- 
Windows computers. 

Netscape refused to partic- 
ipate. 

• Microsoft forced personal 
computer manufacturers to 
install Its browser, Internet 
Explorer, as a condition of 
obtaining licences for the 
Windows 95 operating sys- 
tem. 

• Microsoft now intends to 
tie licences of its Internet 
browser software to its new 
Windows 98 operating sys- 
tem, the successor to Win- 
dows 95. 

• Microsoft is misusing its 
Windows monopoly by 
requiring PC manufacturers 
to agree to conform to a uni- 
form “first screen” specified 
by Microsoft 


This determines the 
images that all PC users see 
when they turn on their 
computers. Microsoft's 
restrictions forbid any 
changes that would remove 
from Microsoft’s browser or 
add to the competing soft- 
ware in a more prominent 
maimer. 

• Microsoft has entered 
Into anti-competitive agree- 
ments with the largest 
online services, such as 
America Online, as- well as 


*We believe these 
lawsuits are 
without merit and 
mil hurt 
consumers,’ 
Microsoft said. 


internet service providers. In 
return for promoting these 
services on Windows, these 
companies have agreed not 
to promote Netscape's 
browser softare. 

Although Microsoft has 
sought to modify some of 
these agreements the modifi- 
cations are themselves 
unlawful, because they still 
restrain competition, the 
Justice Department said. 

The antitrust regulators 
sought an immediate court 
order forcing Microsoft to 
stop these alleged “exclu- 
sionary and restrictive" 
practices. 

Joel Klein, the head of the 
Justice Department antitrust 
division, said the injunction 


could be obtained In time to 
“give consumers greater 
choice in the near future". 

Janet Reno, the US attor- 
ney-general, said: “Consum- 
ers and computer manufac- 
turers should have the right 
to choose the software they 
want installed on tbefr per- 
sonal computers. We are act- 
ing to preserve competition 
and promote Innovation in 
the computer software 
industry." 

Regulators did not attempt 
to obtain an order halting 
shipments of Windows 98. 

This, they said, would 
have limited consumer 
choice. Instead, the Justice 
Department demanded that 

• Microsoft either remove 
its own internet browser 
from Windows 38, a new ver- 
sion of the Microsoft PC 
operating system. Alterna- 
tively . Microsoft could dis- 
tribute with each copy of 
Windows 98 a copy of Net- 
scape Communications' rival 
internet browser. 

• Microsoft end its practice 
of forcing PC manufacturers 
to install the company's 
internet browser as a condi- 
tion of installing Windows 
on their products. Users 
should have a choice of 
browsers. 

• Microsoft should remove 
the “competitive shackles" 
placed on PC manufacturers 
that prevent them from con- 
trolling the "opening screen" 
that appears when a PC is 
turned on. 

• Microsoft must drop 
“exclusionary" agreements 
with internet service provid- 
ers, o nlin e services and 
internet publishers that 
force them to promote Micro- 


soft products. 

In addition, the states 
charged that Microsoft had 
leveraged its market power 
to its hold over tire 

market for business applica- 
tions. 

The company forced PC 
mnfcarg to install Microsoft 
Office, its range of business 
applications, the states’ 
allege in their lawsuit ' - 

Microsoft internal memos, 
obtained by the Justice 
Department during its Inves- 
tigation. were quoted 
throughout the complaint. 

'The government argued 
that these documents dem- 
onstrate /(hat Microsoft 
believed It could not win the 
“browser war” with Net- 
scape through competition 
on the merits of its product 
and iivrtflari aimed to use the 
Windows monopoly to "tot 
the playing field”. 

For example, Microsoft's 
Christian WUdfeuer wrote 
on in February 1997: “It 
seems clear that it will be 
very hard to increase 
browser market share on the 
merits of 1E4 [the latest 
version of Microsoft’s 
internet browser alone. It 
will be more important to 
leverage the OS [operating 
system] asset to make 
people use IE instead of Nav- 
igator." 

In a statement from its 
Redmond. Washington, head- 
quarters. Microsoft said the 
antitrust suits were “with- 
out merit” and vowed to 
fight them in court. “We 
believe these lawsuits are 
without merit and will hurt 
consumers.” the company 
said. 



Brussels gives 
way for 'faster 5 
US investigation 
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The European Commission 
yesterday said ft was co- 
operating closely with the 
US Justice Department’s 
investigations of Microsoft, 
Earner Iskandar reports from 
Brussels. 

However, European com- 
petition authorities do not 
plan to take any separate 
action. A Commission 
official said the 
Justice Department was in a 
“better position'* to deal 
with the issue. 

If Microsoft bad broken 
any undertakings regarding 
browser software, be said, 
the US could act much faster 
than the Commission as this 
would constitute contempt 
of court to the US. 

Any potential procedure 


by Brussels would be more 
cumbersome, he said. 

After an investigation the 
Commission could issue a 
“negative decision" - a for- 
mal condemnation - paving 
the way for a fine and possi- 
bly halting distribution of 
the software in EU coun- 
tries. This could “take 
years". 

The Commission was rely- 
ing on Microsoft having 
“the common sense” to 
apply in Europe any 
measures agreed with US 
anti-trust authorities, be 
added. 

Under EU law the Com- 
mission can investigate the 
conduct of non-EU compa- 
nies with large sales in EU 
member states. . 
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‘High rate of ignorance’ 
over US social security 


By John Anthers m Mew York 


Most Americans are 
ignorant about the social 
security system, and do not 
even know that the retire- 
ment age for those now 
under 30 has been raised to 
67, according to a Gallup sur- 
vey to be published today by 
Paine Webber, the New 
York-based brokerage. 

The survey is to be 
released before today’s publi- 
cation in Washington of a 
“21st Century Retirement 
Plan" by the National Com- 
mission on Retirement Pol- 
icy, a bipartisan committee 
of legislators and industry 
leaders. 

The plan is expected to 
call for a further increase in 
the retirement age to 70, and 
for employees to be required 
to pay a part of their payroll 
tax for social security into 
individual investment 
accounts. 

Donald Marron, Paine 
Webber’s chief executive and 
a member of the committee, 
said that without “signifi- 
cant changes" in the way 
social security security was 
managed, the retirements of 
the post-war "baby boom” 


generation would “put a tre- 
mendous strain on the sys- 
tem". 

He said it was “imperative 
that Americans fully under- 
stand the trade-offs associ- 
ated with varying proposals, 
which makes education cru- 
cial to any long-tram solu- 
tion”. 

He added that problems 
with education varied across 


‘Most Americans 
will be saving very 
small amounts’ 


the ages, and that the group 
had proposed differing plans 
for those above and below 
the age of 45. Beyond educa- 
tion, be said the food man- 
agement industry had a duty 
to produce products that 
were simple, and at a cost 
low enough to ensure that 
even those making small 
contributions could benefit 
from them. 

“We've got to recognise 
that the majority of 
Americans will be saving 
very small amounts, and 


that means these resources 
have to managed at very low 
cost, with very simple 
choices." 

According to the Gallup 
poll, only 12 per cent or 
Americans under the age of 
30 expect to receive all or 
most of the benefits to which 
they are entitled under 
social security, compared 
with 21 per cent of 
those aged between 30 and 
49. 

Only 6 per cent knew that 
67 was now the retirement 
age. while two thirds 
believed it was 65 or 
younger. Ignorance on this 
point was evenly spread 
across age groups, and was 
common to both men and 
women. 

Most viewed social secu- 
rity as a tax. GO per cent said 
they had “no idea” how 
much they paid, and only 10 
per cent said correctly that 
contributions were in a band 
between 10 and 15 per cent 

Demographic projections 
suggest the US could become 
a nation of net “dissavers” 
as early as 2005. This will 
put heavy pressure on the 
social security system in the 
following decade. 


Twists in murder case 
may embarrass Menem 


By Ken Warn in Bueoos Aires 

Argentine businessman 
Alfredo Yabrfn was on the 
run yesterday after a judge 
ordered his arrest in connec- 
tion with the January 1997 
murder of news photogra- 
pher Jos6 Luis Cabezas. 

The latest twists in the 
case could prove highly 
embarrassing for the govern- 
ment of President Carlos 
Menem. Mr Yabrdn is alleg- 
edly linked with the highest 
echelons of political power. 

Police raided Mr Yabran's 
Buenos Aires suburban 
home and 14 other properties 
ova- the weekend. 

The murder, along with a 
growing list of high-profile 
corruption cases, involving 
both the ruling Peronist and 
opposition Radical parties, 
have led some local commen- 
tators to believe Argentina is 
on the brink of an Italian- 
style crusade against corrup- 
tion and impunity. 

The arrest order came 
after the ex-wife of Gustavo 
PreUezo, the former police- 
man accused of carrying oat 
the murder, testified that 
her former husband said he 
had worked for Mr Yabrfin 


and the businessman bad 
instigated the wining 

Mr Yabran has repeatedly 
denied any involvement His 
lawyers said he was the vic- 
tim of a political conspiracy 
led by Eduardo Duhalde, 
governor of Buenos Aires 
province. 

Mr Dohalde, they allege, is 
desperate to bring the case 
to trial to enhance his politi- 


Comiption fight 
was 'possible, but 
not probable’ 


cal prestigeand wrest control 
of the Peronist party from 
Mr Menem. 

Mr Cabezas 's murder, with 
its echoes of the political vio- 
lence of the 1970s, stunned 
Argentines. His body was 
found bound and shot in his 
burnt-out car. In 1996 the 
photographer covertly took 
some of the first published 
photographs of the reclusive 
businessman. 

Mr Yabrln has been 
involved in controversy 
before. In August 1995 then- 


economy minister Domingo 
Cavallo alleged in Congress 
that Mr Yabran was a mafia 
boss. 

Mr Cavallo has accused 
the government of initially 
drafting rules for the privati- 
sations of the state postal 
service and the airports in 
ways that would entrench- 
Mr Yabran’s interests. 

The businessman denied 
the accusations. Last Decem- 
ber a group of postal distri- 
bution and airport services 
companies allegedly con- 
trolled by Mr Yabrin was 
sold to US-backed private 
equity fund The Exxel Group 
for $605m. 

An o nslaug ht against cor- 
ruption and impunity was 
“possible, but not probable”, 
said political analyst Ros- 
endo Fraga. 

Along with current corrup- 
tion cases, such as the trial 
for embezzlement of former 
Radical governor of Cdrdoba 
province, Eduardo Angelas, 
it could benefit the presiden- 
tial candidacy of Gradela 
Femlndez Meijide, he said. 
Her Frepaso party, allied 
with the R adicals, is so far 
untainted by corruption alle- 
gations. 


Displaced peasants get new 
start on drug baron’s estate 

Part of the playground of Pablo Escobar has been handed over 
to victims of Colombia’s violence, writes Adam Thomson 


T en years ago. Hacienda 
Napoles was the venue 
for multi-million-doUar 
cocaine deals and the 
caprices of Colombia's now 
deceased drug lord, Pablo 
Escobar. Elephants, rhinoc- 
eroses. hundreds of gazelle 
and a Tibetan yak - among 
other creatures - grazed on 
the extensive estate. Above 
the main entrance, Escobar 
displayed a small aircraft in 
which he allegedly made his 
first cocaine delivery to the 
US. The 7,000-hectare coun- 
try residence came to 
embody the spirit of the 
country's decadent drug 
wealth. 

Today, part of the haci- 
enda has become a show- 
piece of a different kind. 
Using the December 1996 
Asset Forfeiture Law, which 
enables the authorities to 
expropriate properties and 
goods acquired with illicit 
funds, the Colombian gov* 
eminent last month handed 
some 500 hectares of Haci- 
enda Ndpoles to 15 families 

who until recently were 
landless victims of the coun- 
try’s violence. 


“We wanted to turn tire 
history of Hacienda NSpoles 
around 180 degrees so that 
what at one time served to 
promote crime can now be 
used to promote a project for 
the lives of needy people,” 
said Cisar Manuel Garcia, 
who advises the president on 
the issue of displaced people. 

“Receiving this land repre- 
sents a new start for us," 
said Marfa Dora Isaza. the 
mother of one of the families 
that now inhabit part of the 
infamous hacienda. 

Until two years ago, Mrs 
Isaza, together with her hus- 
band and children, were 
peasants with a fertile, 30- 
hectare landholding in the 
war-torn northern province 
of Uraba. That was until the 
day a group of armed men 
arrived and told them to 
leave Immediately if they 
valued their lives. “They 
told us they were profes- 
sional soldiers but you can 
never tell who they are," 
said Mrs Isaza. 

The lucrative drugs trade 
has played a large part in 
Colombia's violence. During 
the 1980$, drug lords backed 


private armies - the seeds of 
today’s paramilitary groups 

- to combat the country’s 
leftwing guerrilla factions. 
At the same time, they 
bought up the most produc- 
tive areas of land, often forc- 
ing peasants such as the 
Isaza family to give up their 
plots. 

The government hopes the 
new law, as well as attack- 
ing the assets of the coun- 
try’s drug lords, will help 
reduce the number of dis- 
placed people. A recent 
study by the Catholic 
church, estimates lm of Col- 
ombia’s 40m inhabitants 
have been displaced ova- the 
last 10 years. 

More than 2,800 properties 

- including urban real estate 

- have been expropriated. 
The government’s aim is to 
relocate 6,000 people on 
35.000 hectares of land before 
it leaves office in August 

But although the law 
seems to be providing a solu- 
tion for many displaced 
Colombians, the land has 
only been awarded provi- 
sionally. 

That is partly because of 



Presktant Ernesto Samper last month viewing Escobar's estate, which incJudes copies of dinosaurs AP 


unresolved ambiguities in 
the legislation. The govern- 
ment. under great pressure 
to regain credibility follow- 
ing a scandal in width mil- 
lions of dollars of drug 
money funded President 
Ernesto Sampe-*s 1904 presi- 
dential campaign, concen- 
trated on speed rather than 
detail when it was pushing 
the law through Congress. 

“The law, far aH its good 
intentions, is very difficult 
to interpret and apply,” said 
a public prosecutor at the 
Special Asset Forfeiture 
Unit. The lack of clarity has 
given owners of expropriated 
property plenty of opportu- 
nity to appeal, in one case, 


the lawyer of a suspected 
drug trafficker has held up a 
verdict for months tor introd- 
ucing 50 separate appeals. 

The Hacienda Napoles 
case is also s uff er in g delays. 
The lawyer for Pablo Esco- 
bar's family said he would 
begin legal proceedings 
against the government for 
handing over some of the 
land before a definitive deri- 
sion had been reached. 

The impasse is causing 
problems for displaced fami- 
lies and is undermining the 
technical support which 
they receive from Incora. the 
government body in charge 
of redistributing expropri- 
ated agricultural lands. 


Because of the uncertainty 
of the verdicts, Incora has 
had to design short- and 
medium-term farm projects 
for the displaced families, 
investment is kept to a mini- 
mum for fear the govern- 
ment could lose the cases 
and the lands with thwn. 

Mr Garcia is aware of the 
problem. But he argues that 
it is better to hand over the 
land provisionally than to 
allow displaced families to 
continue living fax sub-hu- 
man conditions by the side 
of railway escarpments or in 
urban slums^ “The legal 
cases can take months and 
we can make use the lands 
in the meantime." He said.' 
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BRAZILIA N PRIVAT I SA TION 

Telephone sell-off doubts 
eased as curbs ruled out 

The Brazffian government has removed two fafg doubts over 
privatisation of the country’s telephone network by announc- 
ing that no limit wU be placed on foreign companies taking 
part in the sale, due to begin in July, and that bidding consor- 
tia wfll not be obliged to include a telecoms operator. 

The decision, published yesterday, confirmed indications 
given last week by Fernando Hemique Cardoso. Brazfl's pres- 
ident, that restrictions imposed on previous sales would be 
lifted. It was seen as an attempt to maximise revenues from 
the sale in response to the higher cost of finance following 
the Aslan crisis. Analysts expect the sale to raise about 
S20bn. t 

Both restriction s applied to consortia taking part In the 
recent sale of so-called B-band ceHular operating licences to 
compete with A-band services offered by the public sector. 
Foreign companies were limited to 49 per cent of B-band 
licences. The limits wfll apply, however, to consortia applying 
for operating licences to compete with the privatised network, 
to be offered once the sale is completed. 

The network is due to be restructured into 12 operating 
companies before the sale. The communications ministry 
plans to Issue tender documents on May 29 and accept bids 
on July 15. Jo na th an Wheatley, Sfio Paulo 

CHILE POLUmON 

Santiago smog emergency 

Santiago's authorities have decreed a state of environmental 
emergency In the Chilean capital as freak warm weather con- 
tinues to worsen the city's winter smog. Classes in nursery 
and primary schools In three of thd worst-affected areas have 
been suspended. While the emergency lasts, only two of 
every 10 private care without catalytic converters can be used 
between 6am and 9pm. Public transport and goods vehicles 
are simffarty restricted. 

Smog is a regular feature of life in Santiago during the 
autumn and winter monthsTrom May to September, when 
contaminants are trapped in the streets by a layer of cold air 
above the city. The mountains that ring the city also block out 
the winds, so toe only, brief, respite comes from occasional 
rain. 

Dust particles from unpaved roads and building sites are a 
significant pollutant, while the other main contaminant is 
ozone, produced by the reaction between, sunlight and nitrous 
oxide gas from car engines. Santiago was declared ‘‘ozone- 
saturated’’ in 1996. Imogen Mark, Santiago 


DOMINICAN REPUBLIC • 

President loses ground in poll 

President Lsonel Fernandez of the Domtntean Republic faces 
a difficult task In implementing a range of economic and con- 
stitutional reforms after the faflive of his centrist Liberation 
parly to gain control of Congress ki legislative elections at the 
weekend. 

Preliminary results indicate that the social democrat Revolu- 
tionary party has strengthened Rs control of toe legislature, 
taking 25 trf 30 Senate seats and at least ICO of 149 seats In 
the chamber of deputies. The party also took control of most 
of the 115 muntetpaHtiss contested at toe weekend, its strong 
showring came a week after toe death of its leader, Joa6 Fran- 
cisco Pefia G6mez. ‘ 

Mr Fenfandez, who became president two years ago, has 
been unable to get legislators from other paries to approve 
most of his proposals. These include the privatisation of sev- 
eral state enterprises, mainly the power company, and consti- 
tutional changes which would anew presidents to stand for a 
consecutive term. ' 

- .The new (egfetatuna wRi.be Instated in August; and the 
president wtU seek alliances in an effort to get approval for his 
proposals, according to government officials. 

Without assured support in Congress, however, Mr Fem- 
tindez will be hard pressed to maintain exparratar in toe econ- 
omy, which grew last year by 8.2 per cefrt, following 7.3 par 
cent growth In 1996. Canute James, Kingston 
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Attracting world investment community 


Tte mortgage banks at work in 1997 


German Pfandbrief making giant Record lending 
strides in size and innovation issuing activity 
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The structure or Europe's bond mar- 
kets i- experiencing unprecedented 
change. On the one hand, the new fiscal 
prudence that EMU is furring upon first 
wave European Union economies is lead- 
ing to diminishing volumes of new supply 
in government bond markets. On the 
other hand, currency considerations are 
<el tu become increasingly irrelevant in 
tile vum zone as individual currencies 
disappear. The result is that institutions 
investing in the new Euroland will need 
to look elsewhere For fixed-income in- 
st nmients that match government bunds 
in terms of security and liquidity, but 
which can offer a pick-up over traditional 
government paper. 

Few fixed-income instruments can offer 
this ciiinbimiLioii as efficiently as the 
'•Yniiaii Pfandbrief in general and the 
highly liquid Jumbo Pfandbrief in par- 
liculnr. Today, the Herman P&ndbrief 
i? the worlds largest non- government 
bond uuirket uuLside the U.S. 

Tiie security of Pfamlhriefe - bunds 
issued to refinance puhHe-svctur Inane 
and mortgages - is beyond question, and 
is most immediately evident from' the 
fact that in the long hist ary oft he market, 
ro» investor ha* ever failed tu receive 
payment of full interest. and principal on 
a Pfandbrief issue held to maturity. This 
unsurpassed track record is an ample 
testimony tu the solidity of the regulatory 
framework governing the issuance of 
Pfandhriefp, and to the security of the 
collateral that hacks them. 

Liquidity, liquidity and liquidity 

An ndditi benefit as fur as international 
investors are concerned is that the solid- 
ity embedded in the regulatory frame- 
work governing the Pfandbrief market 
ha* In»i*n given a stamp of approval hy 
lending international rating agencies. 


Ail Public Pfandbriefe rated to date by 
Standard & Poor’s, and all but one of 
those rated by Moody's, have been as- 
signed the top possible rating. 

Allied to this security are the very hi gh 
levels of liquidity which have arisen 
since the launch and development of the 
Jumbo Pfandbrief market in May 1995. 
Since then, a number of refinements to 


The German Bond Market 

As of December 31. 1997 


Market Share of Pfendbiifife 

in Circulation 



c Pfandbriefe 



DM 4.3 TRILLION 


the issuing process have formalized and 
standardized the market. Above all. each 
Jumbo Pfandhrief issue must amount to 
at least DM 1 billion and be supported by 
at least three market-makers prepared 
to quote continuous bid and ask prices 
fur lots of up tu DM 25 milium in light 
spreads of between 5 and 10 basis points, 
depending on the maturity of the issue. 

A growing recognition on the part of in- 
ternational investors of the safety of the 
Pfandbrief. combined with the attraction 
of guaranteed liquidity, lias fueled a 
surge in demand for Jumbo issues out- 
side as well as within Germany, and the 
mortgage banks have been quick to take 
advantage of the new’ possibilities this 


Jumbo Pfandbrief Issuers 

As of March 31, 1398 . 


Number of. • Total votan» 
Issues OMmffihm 
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1. Mgemefas Hypottrakenbank _ 

21 

37,750 ■ 

.13.31 • 

-2. DePfibBank 

IT 

• 36,500 

12.68 

.3. Hypotbekenbaek lu Essen 1 

16 

■ r27^o0 

S.S5 . 

4. Rhetotscfie Hypethetoenbank 

32 

' 23,000 

7.39 

5. DiMtscfce HjpotheHenbanfc FSnddSW 

; 13 ' 

; i^ 750 

: «« 

6. Wesfdeutsche Landssbanfc 

‘.7. • 

14,73) , 
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7. Bayeriscte VBiriBstaidc * 


x^sa$_ 

S.-04' •.] 

8. Frank!. Hypoth^anbank CefTfratboden ' 

8 

14,500 

3.04 • 

9. WeatfaQsdm HypotSeksriaak ' . .. 7- 

‘ 7 ' 

iwwo • 

3J82 • 

10. Berftirttairaove^che Hypothekenoank 

S'- 

' . 9,000 

3 ia ; 

u. do hyp - : 

.6 

urn ' 

.343 = 

- 12 . lamtesbaiA Sactefu 

: 6- 
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2.95 i 

13. Wurttontwrtfscte Hypatfwtambaflk . . , 

6 

.. w.:' 

: 2^5 

14. Hypo-Bank .. 

r 6 

,7,500 • : 

ifia.'-' . 

7 IB. HrpcrtWkMbartkta Huabwg 

4 

7.000 

2.43 

16. Deutsche Hypothekennarfk Hannow* 

s • 

5-500 .. 

' 2126 

17. NenMoutsehe Landesbank 

-3 

5v8W ; /• 

■153 i 

18 . Bayorisctm faodashank 

3. • 

5^50. 

,;MS . | 

19. TWnAefgw Hypotkekwta* 

4‘ 

WOO - v 
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- 20. Deutsche Glrazentratc 
-Owtscta Konwninalbaik- 
. SI. Dexia HnwthekcdMtf* Balta j 

22. Rtatubodeii Kypotjwkotd»«ik 

23. Bayerisclre HandelsbaBk 


25. QTG HypotbeKfinbaaK 

26. ScW<^ig^otst«lidsdw im 
.27, SuddeutscheBodancrerfitba 
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has presented for issuing new bonds in 
large quantities. 

“Predpitom growth* of the Pfandbrief 

This in turn has led to what Dresdner 
Kleinwort Benson (DEB) described in a 
January report as the “precipitous 
growth" of the Jumbo Pfandbrief mar- 
ket, which took the total amount out- 
standing to over DM 220 billion by end- 

1 997, following issuance for the year as a 
whole of DM 1 13.8 billion - on impressive 
figure for a market less than three years 
old. DKE, for one, predicts total issuance 
volume for 1998 of DM 140 billion. 

There are a number of reasons underpin- 
ning market participants* bullishness on 
the prospects for Pfandbrief issuance in 

1998. The growing international visibility 
and attractiveness of the Pfandbrief is 
fueling ever increasing demand for the 
bonds among investors outside Germany. 
Additionally, a new factor that wfl] come 
into play in 1998 is the maturing of 
existing issues which will need to be re- 
financed, creating a self-perpetuating 
supply cycle. On March 5 of this year, a 
Jumho Pfandbrief - Hypoihekenbunk in 
Essen** DM 1 billion issue - matured for 
the first tune. In 1998, DM 7.5 billion in 
Jumbo issues will mature. 

A new international asset class 

Historically, issuers of German Pfand- 
briefe encountered no difficulty in plac- 
ing their paper with a 1 ocal investor base. 
With the approach of EMIL however. 
Germany's mortgage banks were among 
the first sizeable group of European 
issuers to recognize the desirability and 
opportunities to expand beyond their 
traditional domestic investor base. This 
is moat clearly shown by the fret that 
Germany's mortgage banks have already 
signaled their intention to redenominate 
Jumbo Pfandbrief issues into euros at 
the start of 1999. 

As a result, the single most prominent 
characteristic in the primary Pfandbrief 
market over the last 12 to 18 months has 
been the increasing energy with which 
Germany’s mortgage banks have sought 
to cultivate a new international base. 
Last year saw the first foreign -currency 
Pfandbrief issues in several innovative 
deals. Aside from involving institutional 
investors around the uurid, the process 
of internationalization has also brought 
a host of new participants into the Pfand- 
brief market - mast notably international 
investment bonks and the rating agencies. 

Highlights of 1997 included RHEIN- 
HYP’s euro 10 billion MTN Programme, 
allowing the bank to issue all kinds 
of bonds, including Pfandbriefe. In ad- 
dition, Bayerische Vereinsbank took the 
international ization of the Pfandbrief 
into new territory with a DM 2 billion 
Global. Sold under Section 3 (a) 2 of the 
US Securities Act. this was technically 
tiie first Pfandbrief which could be 
offered for public sale in the UA. 

Another landmark deal last year saw a 
German Pfandbrief denominated for the 
first time in Sterling. H ypothekenbank in 
Essen’s £ 150 million seven-year trans- 
action, was priced to yield 20 basis points 
over UK Gilt*. 

The early months of 1998 have seen a 
continuation in t’ v trend of Pfandbri«r 
issuers cultivating an increasingly diverse 
international investor base. DePfu- 
Bank, for instance, has built upon the 
foundations it had already laid down in 
the international market whh the launch 
of a Global Pfandbrief issue of DM 4 bil- 
lion which broke new ground as the 
largest single Pfandbrief issue ever 
hunched. More significant still was that 
no issuer other than governments and 
German federal slates had ever issued 
larger DM-denominaied transactions. 


Another significant transaction wan the 
Launch of a Sfr 590 million 10-year Pfand- 
brief issue by Frankfurter H ypo- 
thekenbank Central boden in late March. 
Allgetneine H ypothekenbank f AHB) also 
added a new dimension to the inter- 
nationalization process with the first 
ever euro/eeu-denominated Pfandbrief - 
a euro 1 billion issue due in 2004 which 
was priced at 8 basis points over the euro- 
denommated French government bond. 
In a similar vein, Westfalische Hypo- 
thekenbank launched a DM 2.5 billion 
Piandbrief issue off its euro 10 billion 
MTN Programme. The deal incorporated 
a euro fungibility clause allowing for fu- 
ture issues in other mainstream EMU 
currencies. 

Initiatives to improve 
transparency and efficiency 

Aside from the rapid development of the 
Jumbo Pfandbrief market over the last 
36 months, including the growing inter- 
nationalization of the product, market 
participants have been continuously 
seeking to implement other initiatives 
aimed at enhancing the efficiency and 
transparency of the sector. In this 
context, the launch of the JEX index 
together with the JEXP performance 
index in October was a milestone in the 
evolution of the market. The real-time 
index uses data provided by some 35 
Jumbo Pfandbrief market -makers, and 
is based on a synthetic portfolio of 30 
bonds with residual maturities of be- 
tween one and 10 years. 

The introduction of JEX and JEXP rep- 
resents an important step forward for 
the Pfandbrief market. Significantly, 
they pave the way for the launch of a 
Pfandbrief future, which in turn will 
allow investors to hedge their exposure 
to the sector more efficiently. To date, 
the absence of a hedging instrument ha* 
not been a formidable stumbling block to 
the development of the Jumbo Pfand- 
brief market. But investors are expected 
tu welcome the launch of a Pfandhrief 
future contract which is widely expected 
in 1998. 


In 1997, Germany’s private mort- 
gage banks established new records 
for both lending and Pfandbrief 
issuance. Total new loan commitments 
reached DM 317.1 billion, an increase 
of 13.4% over 1996. Of this total, pub- 
lic-sector lending rose by nearly 20 *?. 
to DM 219.5 billion, while commit- 
ments for mortgage loans advanced to 
DM 97.6 billion, a growth of 1.7ft over 
the strong year-earlier figure. 

In the nm-up to EMU. the mortgage 
banks continued to step up their 
lending considerably in other EU 
states, more than doubting their 
commitments to DM 32.7 billion. 

issuance by the mortgage banks of 
Public and Mortgage Pfandbriefe 
reached a record volume of DM 275 
billion, up 18.5ft over 1996. Of this 
amount Public Pfandbriefe issued 
rose by 17.8ft to DM 2W.6 billion, 
and Mortgage Pfandbriefe totaled 


DM 703 billion (+ 20.9ft ). Including the 
figures through end-1997, all German 
Pfandbrief issuers had bonds out- 
standing of DM 1.6 trillion or 37ft of 
the total German bond market of over 
DM 4.3 trillion, and was more than 
twice the size of the Bund market Of 
total Pfandbriefe outstanding, the 
mortgage bank* with DM 1,013 billion 
accounted for some 63ft of this market 

At vear-end 1997. 140 Issues accounted 
for Jumbo Pfandbriefe outstanding 
of about DM 225 billion. The private 
mongage banks launched Jumbo 
issues amounting to about four-fifths 
of the total 

In 1998, the mortgage banks will 
continue their concerted drive in 
preparation for EMU. In the euro 
zone, which will be the world’s second- 
biggest bond market, the goal is to 
enhance the German PfandbrieFs 
leadership in the nongovernment 
segment. 


Germany's Mortgage Backs m Perspective 


Year-end 1997 
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Enhanced safely and market depth 

Reinforcing the 
Pfondbrief's credit 
quality 


Although its track record in terms uf 
safety is unsurpassed in Germany, a 
number of other measures have recently 
been initialed which have reinforced the 
credit quality credentials of the Pfand- 
brief still further. For example, the Euro- 
pean Monetary Institute has already 
indicated tliat the Pfandbrief will be 
eligible for Lombard and repo trans- 
actions as Her i assets. 

New legislation 

More recently still the start in April of 
Germany’s Third Financial Market Pro- 
motion Act has also helped strengthen 
the market position of the Pfandbrief. 
As frr as Pfandbrief investors are con- 
cerned. by Car the roost important com- 
ponent of this Act is that it will precisely 


regulate creditors’ preferential claims in 
bankruptcy proceedings, with the assets 
serving as collateral being given the legal 
status of a separate reserve fund, mak- 
ing the Pfandbrief even more secure - 
documenting the impressive century- 
old record of no mortgage bank insol- 
vency. 

Another important provision of the Act 
entitles the private mortgage banks not 
only to issue Public Pfandhriefe to re- 
finance their own public-sector loans, 
but also to issue Public Pfandbriefe tu 
refinance the purchase of bearer bonds 
issued by public-sector entities. This 
gives the mortgage banks the oppor- 
tunity insignificantly expend their busi- 
ness. which in \ urn will enhance the depth 
of the German Pfandbrief market. 


GERMANY'S 
MORTGAGE BANKS 

DEPFA-BANK. WIESBADEN 
BAYEFISCHE VERE1N5BANK AG. MUNCHEN 
HYPO-BANK, MUNCHEN 
DEUTSCHE HYP. FRANKFURT 

FRANKFURTER HYPOTHEKENBANK CENTRALS ODEN AG. 
FRANKFURT 

RHEINHYP. FRANKFURT 

BERLM-HANNOVERSCHE HYPOTHEKENBANK AG, 

BERLIN AND HANNOVER 

DEUTSCHE GENOSSENSCHAFTS-HYPOTHEKENBANK AG, 
HAMBURG 

HYPOTHEKENBANK IN ESSEN AG, ESSEN 
BAYER BCHE HANDEL5BANK AG. MClNCHEN 
ALLGEMEWE HYPOTHEKENBANK AG. TOAHKFUKT 
WESTHYP, DORTMUND 
WUHTTEMBERGER HYPO, STUTTGART 
HAMBURG HYP, HAMBURG 
SODDEUTSCHE BODENCREDITHANr AG, MUNCHEN 
DEUTSCHE KYPOTlfflCENBANK (ACT. -GE5J, HANNOVER 
M0NCHENER HYPOTHEKENBANK EG, MUNCHEN 
NGRNBERGER HYPOTHEKENBANK, NtlRNBEflG 
DEXIA HYPOTHEKENBANK BERLIN AG. BERUN 
RHE1NBODEN HYPOTHEKENBANK AG. KOlN 
NORDHYPO BANK. HAMBURG 

SCHLESVinG-HOtSTElNSCHE LAMD5CHAFT 
HYPOTHEKENBANK AG, KIEL 

BFG HYPOTHEKENBANK AG. FRANKFURT 
LUBECKER HYPOTHEKENBANK AG. LUBKK 
WL-BANK. MUNSTER 

WOSTENROT HYPOTHEKENBANK AKTIENGESEilSCHATT, 
LUDWK3BIWG 

M.M WARBURG SCO HYPOTHEKENBANK AG, HAMBURG 

For further information about 
Gentian Pfandbriefe please contact 
Association of German Mortgage Banks (VDH) 
Bonn, Germany, fax (+22B) 9 59 02 44 
f -mart vdhehypverbandde 
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Banks request postponement of Indonesia debt talks 


By Stephen Hiller in 
Wsshlogtm, 

Edward Luce in London and 
GiBaa Tett hi Tokyo 


Leading banks have 
requested the postponement 
of debt restructuring talks 
with Indonesia after last 
week's riots, bankers said 
yesterday. 

They said a meeting 
between the three cochair- 
men of the country’s bank 
advisory committee. Chase 


Manhattan, Deutsche Bank 
and Bank of Tokyo-Mitsubl- 
shi, set for New York this 
week, had been postponed 
by a week. Conditions were 
not right for further discus- 
sions. they said. 

The batiks have also asked 
for the postponement of a 
further meeting with the 
government which was set 
for Frankfurt on May 26. 
This was due to deal with 
the debt owed to interna- 
tional banks by private-sec- 


tor companies, which consti- 
tutes more than three-quar- 
ters of Indonesia's $80bn 
debt to international banks. 

Resolving this commercial 
debt problem is expected to 
require a mechanism called 
Indra, similar to the 
so-called Ficorca arrange- 
ment devised by Mexico in 
the early 2980s, to deal with 
its commercial debt prob- 
lems. Bankers said that 
unlike Ficorca, debt pay- 
ments would be converted 


Fires light up the 
collapse of the 
house of Suharto 

Resented privilege is under attack, write 

Sander Thoenes and John Ridding 


T he last taxis back on the 
streets of Jakarta after 
the riots last week were 
the dark blue Citra cabs of 
Siti Hardiyanti Rukmana, 
President Suharto's eldest 
daughter. 

“They knew that if they 
got on to the streets earlier 
they would have been 
torched,” a driver of a com- 
peting taxi company said. 
“People don’t like TutuL" 
Tutut is the nickname of 
Mrs Hardiyanti, one of Mr 
Suharto's six children. A 
popular joke holds that she 
got her nickname because 
she enjoys the sound of cars 
bonking on the toll roads 
built by Citra Marga, one of 
her 55 companies. 

But many of her toll 
booths were destroyed in the 
rioting. Venting their rage at 
the Suharto family, mobs set 
fire to showrooms far cars 
produced by two of her 
brothers and ravaged many 
of the branches of their 
hanks. 

Staff said Mrs Hardiyanti 
and her youngest brother. 
Hutomo Mandala Putra, 
were back at their offices 
yesterday, denying rumours 


they bad fled the country. 
But Mr Suharto and his fam- 
ily face increasing pressure 
to give up their business 
privileges; a group of Mos- 
lem leaders over the week- 
end demanded they hand 
back their property to the 
government 

Investors got the message. 
Shares in Citra Marga were 
down 11.76 per cent at Rp37S 
(3% US cents) by noon yes- 
terday, compared with last 
year’s high of Rp 1,500. 
Biman tara, a conglomerate 
controlled by Mr Suharto's 
second son Bambang Trihat- 
mojo. fell 6.67 per cent to 
Rp350, compared with a high 
of Rp4#». 

One western consultant 
who worked with the 
Suharto family warned that 
collapse of the family’s busi- 
ness empire could prove 
costly to hundreds of foreign 
enterprises and banks - par- 
ticularly Japanese ones - 
that teamed up with them. 

“But foreign partners 
should have seen this com- 
ing," he said. “A few years 
ago we were advising a big 
international fund on Indo- 
nesian infrastructure invest- 



from local currency Into for- 
eign currency at the prevail- 
ing market exchange rate 
with no government subsidy. 
They al so said bankers were 
keen to ensure that compa- 
nies which could pay their 
debts were excluded from 
the programme. 

“The feeling is that we can 
still move ahead on this 
thing,” said one frank official 
in New York. 

However, hankers say a 
resolution of Indonesia's pri- 


FpUMlIn 

so 

MHUNa, dwnfcris, modi. 
MrxttictiR. 

Matted. Main M. 

Merino Bpm. Me. 
nte Detect* Tdeho, 
EOnvi AfcteL HpexH, 
ttnUUI 
Mona update rata (sod 


vate sector debt is likely to 
be a drawn out process 
owing to the diverse range of 
Indonesian companies 
affected. These range from 
near-bankrupt homegrown 
companies to subsidiaries of 
Japanese corporations based 
in Indonesia. 

The goal of hammering 
out a workable formula is 
likely to be huffier hindered 
by the reluctance of Japa- 
nese banks to record further 
losses in advance of the 


release of their annual finan- 
cial results in late June. Jap- 
anese banks ~ many of 
which. have '' steeply 
increased their had loan pro- 
visions in recent months - 
are the most heavily exposed 
to Indonesia with about 
$23bn an their books. As one 
US banker says: “One gets 
the impression that the Jap- 
anese are spending quite a 
lot of time dragging their 
feet," 

The uncertainty in Jakarta 


has also raised the question 
of whether the International 
Monetary Fund would go 
ahead to disburse any mare 
fpnda- In the first place, the 
possibility of a change of 
government would deter the 
Fund from making further 
disbursements: any new gov- 
ernment would have to sit 
down with a Fund team to 
negotiate a new package. 
Second, the Suharto govern- 
ment has reversed price 
rises that were an Important 


element in the IMF accord. 
Third, the IMF team of two 
permanent representatives 
and a six person mission has 
been evacuated. 

- .However, having dis- 
bursed Slbn to Indonesia cm 
May 4, the IMF does not 
need to make a decision on a 
further disbursement until 
early June. In briefings last 
week. US government offi- 
cials said .the administration 
continued to back the IMF- 
led 
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merits, and we said that con- 
nections to the first family 
would become a liability one 
day. They went ahead. That 
day has now come.” 

Mr Suharto’s inability to 
restrain his children has 
been one of the causes of his 
fall from grace. They 
remained oblivious to the 
rising resentment against 
them and pushed ahead with 
controversial ventures even 
as they hurt their father's 
standing and jeopardised 
$43bn in loans arranged by 
the International Monetary 
Fund. Mr Hutomo held on to 
a clove monopoly that 
Impoverished farmers even 
after his father had officially 
abolished it to meet an 
agreement with the IMF. 

By government account, 
Mr Suharto’s sons were the 
eighth, ninth and 14th larg- 
est taxpayers in Indonesia 
last year. Forbes, the US 
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magazine, last year placed 
Mr Suharto third in its “king 
or tyrant" category, esti- 
mated him to be worth some 
$i6bn and the whole family 
$46bn - some $3bn more 
than the IMF package (at 
last year's exchange rate). 

Some of this is held in real 
estate, bank accounts and 
shares abroad, including In 
Automobili Lamborghini, 
United Pulp & Paper and 
Van der Horst of Singapore. 

But most analysts believe 
much of the family wealth 
was held at home. It has 
been heavily devalued by the 
rupiah's depreciation and 
devastated by the country’s 
economic collapse. 

Sempati Air, the airline iff 
Mr Hutomo, had been all but 
bankrupt even before the cri- 
sis hit and has stopped Dy- 
ing. A big o lefins complex of 
Mr Bambang is burdened by 
$1.37bn in debt, dragging 



down several banks with it 
and threatening the Invest- 
ment of Marubeni, the Japa- 
nese trading house. Mr Bain- 
bang’s assembly tines of 
Kawasaki motorcycles is hit 
badly by the rupiah depred- 
ation, as many of the parts 
are imparted and sales have 
collapsed. 

Bimantaxa reported a 33 
per cent drop in profits for 
1997 on heavy foreign 
exchange losses and interest 
expenses. Other Hsfed feunfly 
businesses failed to report at 
afl. 

Modi of the family fortune 
was built an levies and con- 
sulting flees rather than 
shares, and tittle of that is 
reported. In late 1997, west- 
ern investors started com- 
plaining that the added cost 
of paying off the family and 
other well connected Indo- 
nesians bad shot up to 30 per 
emit of the value of some 


deals. “They have started 
the feeding frenzy before the 
downfall,” one diplomat said 
at the time, 

Mr Suharto has sacrificed 
some family businesses In 
recent months and Pertam- 
ina, the oB and. gas monop- 
oly, announced over the 
weekend that it had can- 
celled its exclusive contracts 
with two import agents con- 
trolled by two of Mr Suhar- 
to's sons. But they continue 


shipping oil and gas and. 
laying pipelines at inflated 
fees. ■ 

Cbristianto Wibisono, .a 
consultant, predicted any 
new government would want 
to spare foreign partners of 
the first family hut confis- 
cate the Suharto businesses. 

“You spare their lives but 
not their assets,” he said. 

“They wfll be left with their 

bank accounts. I don’t think 
they will be poor.” ... 


Legislators prepare way for a transfer of power 


By Sander Thoenes in Jakarta 

With a surprise call for 
President Suharto's resigna- 
tion, Indonesia’s parliamen- 
tary leaders yesterday set in 
motion what could become a 
peaceful and constitutional 
transfer of power. 

Harmoko, speaker of the 
House of People's Represen- 
tatives and a long-time loyal 
servant to the president, 
walked in on a student meet- 
ing in parliament with his 
four deputies to announce 
they would formalise a 
request for Mr Suharto’s res- 
ignation tomorrow. 

“The House calls on the 


entire community to remain 
united and create a peaceful 
and calm situation so that 
everything can proceed con- 
stitutiaaany,’’ he said. 

Genera] Wiranto, -chief 
commander of the armed 
forces, and other generals 
indicated as much yesterday 
when they stressed that Mr 
Hannoko's statement was an 
individual action that had no 
legal force. Any demand ou 
Mr Suharto to quit must be 
made by the whole assem- 
bly, in a formal session, Gea 
Wiranto said. 

Umar Juaro, a prominent 
economist said Harmoko did 
not call for a special session 


of the assembly. “He just 
asked Mr Suharto to step 
down. Harmoko was per- 
suaded that Suharto is a 
sinking ship, he cannot be 
saved. But if Suharto says 
no and Harmoko and his 
deputies agree with the tac- 
tions tomorrow, they can 
together call a special ses- 
sion of the Assembly of 
People’s Deputies," Mr Juaro 
said. [The Assembly Is the 
country's highest legislative 
body which incorporates the 
House and 500 o there who 
have largely been hand- 
picked by Mr Suharto]. 

Mr Juoro and diplomats 
said they expect Mr Har- 


moko to press ahead with 
today's meeting and then 
call a meeting of the Assem- 
bly. The House factions com- 
prise the dominant govern- 
ment party Golkar, the 
Moslem PPP, the nationalist 
PDI party and ABRI, the 
powerful military which 
holds 75 unelected seats. 

The Assembly, which 
elected Mr Suharto for a sev- 
enth term by consensus in 
Match, could then dismiss 
him and possibly also the 
unpopular vice president. 
B.J. Habibie. It could call 
elections or pick a new 
■leader on the spot 

Mr Suharto could yet try 


to prevent the Assembly 
from meeting, or some of his 
generals could move in and 
impose their choice, but dip- 
lomats felt that was 
unlikely. “They are all 
talking constitutionality” 
one diplomat said. “They 
won't break the rules. Mr 
Suharto wrote those rules.” 

Although the Assembly 
members owe their privi- 
leges to the preside n t, popu- 
lar frustration with Mr 
Suharto has become so wide- 
spread that they could spark 
another bout of violence if 
they stuck with him oar if 
they appointed Mr Habibie 
instead. 


An alternative option is 
for Mr Suharto to resign, 
which would leave Mr Rabi- 
ble as acting - 

constitution is vague* on 
whether this would require a 
special session of the Assem- 
bly to re-affirm Mr Habibie. 

“The best Is far Suharto to 
step down and Habibie to 
become president for a tran- 
sition period until every- 
thing calms down,” Mr 
Juoro said. "Amlen Rais [a 
popular opposition leader] 
could support that, because 
then he has a chance to run 
for president. He has no 
chance in this parliament 
This is a crony parliament" 


NEWS DIGEST 


GROWTH COWTOflffiS TO StOW 

HK’s 3,9% unemployment 
is highest in 14 years 

Unemployment in Hong Kong readied a tf-year high in toe 
three months to April as the Aston financial crisis continues to 
slow economic growth In the territory and depress consumer 
spending. Government figures, releaaed yesterday show 
unemployment in the three months to April rose to 3.9 per 
cent, compared with &5 per cant in toe three months to 
March, ft is. the highest {evef stoce tl»4 per cant regteterad h 
1964, vffion nnceftalntyengirfed Hong Kong before the Joint 
' Declaration, which sealed the terms for Its return to Chinese 
sorerefgfttty to 1997. Totb Kwong-yiu. the gewemmem econo- 
mist. said hevpcpected unemployment to remain at toe pres- 
ent high levels. 

White the worst hit sectors have been constructor and 
retail, with a number of shops responding to the downturn by 
‘ axtofl staff and dosing outlets, job-cutting has been across 
the botetf. At toe top end of toe satay scale, Investment 
bsnfc^-Wid securities houses have also been cutting staff. 

V LouberLucas, Hong Kong 

JUISECT^ _ 

Singapore growth slows 

. The Sfcigapare economy grew by 5.8 per cent In the first 
quarter of 1998, down from 7.6 per cant in the previous quan- 
. ter, as al sectors ehowed weaker year-on-year growth, the 
^semonaHy adjusted unemptoyment rate rose to 22 par cent 
-'in March, from 2 per cent In December. A survey of private 
• sector estabfchments with at least 25 employees showed 
: about 7,000 workers were retrenched In the first quarter, tofla- 
tforwy pressures were tower as weatar consumer demand 

- pushed prices down. The Consumer Price Index was 1.1 per 

- cent, down from Z3 per cent In toe previous quarter, Singa- 
pore's current account surplus narrowed to SS4.6bn 
(USS&8bn) to the first quarter, from S$4-8bn to toe preceding 
. quarter. Sbefla McNulty. Kuala Lumpur 


POSTPONEMENT CALL 

Cambodia election threat 

Cambodia’s four leadng opposition parties said yesterday 
they would pull out of toe country's election unless it was 
postponed and conditions for a free and fair poo were in 
place. The parties, including the royaBst Fundnpec party of 
liquated prime minister Prince Norodom Ranariddh end Sam 
Ratosys Khmer Nation party, said they would continue to pre- 
pare for the election on July 26 but would only take part tf 
electoral reforms were made soon. A boycott would undo 
months of international diplomacy aimed at restoring a mea- 
sure of democracy to Cambodia. But by threatening to boy- 
cott, the opposition runs the risk of becoming irrelevant tf it Is 
not supported by the Friends of Cambodia group, an informal 
caucus of Asian and western powers trying to resolve Cam- 
bodia's poHtica! turmoQ. 

Hun Sen, the prime minister, dismissed the boycott threat, 
saying the elections would have to be held as scheduled or 
be postponed unta 2003. The opposition parties said they 
wanted an end to political violence and intimidation, equal 
access to state-controlled electronic media, and an overbad 
of the National Election Commission, dominated by backers 
of Hun Sen. Ted Bardacke, Bangkok 


Thai finance companies nationalised 


By Ted Bantacke to Bangkok 
and Louise Lucas in Hong Kong 

Thailand's central bank 
nationalised seven more ail- 
ing finance companies yes- 
terday. wiping out share- 
holder equity and adding to 
the mammoth bill faced by 
Thai taxpayers for the res- 
cue of the country's finan- 
cial sector. 

The seven companies 
include listed Union Asia 
Finance and Nava Finance, 
which were abandoned by 
their parent banks, Bangkok 
Bank and Thai Military 
Bank respectively, because 
of skyrocketing levels of 
non-performing loans and 
high interest rates. 

Late last year, Thailand 
shut 56 finance companies 
after pouring in more than 
$iObn of state funds in a 
vain effort to keep them 
afloat- In contrast, the seven 
nationalised finance compa- 
nies will be merged with a 


Bangkok counts cost of turbulence 


Thailand's deputy minister of 
finance, Ptsit Leeahtam, has 
estimated that the total financial 
damage wrought to the Thai 
economy by the crisis which 
swept through south-east Asia, 
after effectively beginning In 
Thailand with toe floating of the 
baht in July last year, is 
StS.OOObn {$128.6bnJ, or 100 


par cent of this year's gross 
domestic product. Mr Pistt'a 
calculation includes the effect of 
the plunging stock market and 
the effect ot.the exchange rate 
on borrowers. 'This Is a painful 
lesson; we have a duty to make 
sure it will never happen again, 
not Just in Thailand but other 
countries.' he said. 


state-run company as the 
government attempts to. 
recoup the more than $300m 
it has already lent them. 

Krungthat Thanahlt 
Finance and Securities will 
take on the assets, worth 
approximately BtiOObn 
($2.6bn), and the liabilities of 
the seven nationalised com- 
panies and receive a com- 
mercial banking licence as a 
bonus once its parent com- 
pany. Krung Thai Bank, dis- 
poses of its controlling stake. 


But because the move sad- 
dles KrungthaJ Thanakit 
with bad debt and additional 
liabilities to the central 
bank’s financial institutions' 
rescue fond, the government 
has also pledged to pay for 
Krungtbai Tbanakit’s recapi- 
talisation as well. 

The central bank, using 
the same rationale it used 
when it nationalised four 
commercial banks earlier 
this year, said it hoped to 
recoup some of its invest- 


ment. by selling shares in 
Krungthai Thanakit to the 
private sector. But many 
analysts doubt whether 
there will be buyers. 

“It sounds like they're set- 
ting themselves up for fur- 
ther spending," said Russell 
Kopp, head of research at 
Dresdner Kleinwort Benson. 

Less than a year ago there 
were 91 finance companies 
operating in Thailand; now 
there are 28. 

The deputy finance minis- 
ter, Pislt Leeahtam, said 
many of fi*** remaining com- 
panies were either controlled 
by foreign investors, had 
strong links with well capi- 
talised Thai banks, or woe 
very conservative in their 
lending practices. 

“I will not promise that 
- there will be no more” finan- 
cial institutions subject to 
government intervention, he 
said. “Bat the chance of the 
remaining ones getting into 
trouble is much less." 


India boosts contract approvals 


| By Amy Louise Kazmin 

| to New DeW 

would speed clearance of 
long-pending proposals in oO 

investments in power, tele- 
cams, petroleum, and ports. 

“The government Is being 
quite astute," said the head 
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sanctions by accelerating the 
sluggish pace of clearing 
Investment proposals. 

The day after sanctions 
were imposed following 
India's five nuclear tests last 
week, P-R. Komaramanga- 
lam, power minister, said 
the cabinet had granted “in 
principle" approvals for 
long-pending counter-guar- 
antees for three fast-track 
power projects, including 
one involving a US company, 
CMS. 

Subsequently, India said it 


contracts are from the US. 

Also, India's Ministry of 
Mines awarded a licence to a 
US .mining company, Phelps 
Dodge, to prospect for copper 
in the eastern state of Bihar. 

“They are looking to put 
pressure on the US govern- 
ment through the US private 
sector," a New Delhi-based 
western diplomat declared. 

Over the next few weeks, 
an official statement said, 
India will issue more clear- 
ances for pending infrastruc- 
ture projects, including 


Jaswant Singh, a Bharat- 
iya Janata party fBJPJ 
leader, said yesterday the 
flurry of approvals following 
the nuclear tests was 
“dearly accidental”; the BJP 
has always been committed 
to economic growth. 

Many analysts believe the 
BJP hopes that stepping up 
the pace of awarding long- 
stalled contracts will per- 
suade US companies to lobby 
for an easing of the sanc- 
tions imposed by the US and 
other nations last week. 


The New Delhi-based rep- 
resentative for a foreign ofi 
company said he believed 
the government would now 
“bend over backwards” to 
get projects moving; if only 
to show US-imposed sanc- 
tions were having no impact 
on India's economic pros- 
pects or its desirability as an 
investment destination. 

“They want to show the 
sanctions don’t mean any- 
thing . . . that anything the 
US tries to do to them back- 
fires," he added. 
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Introducing the new way 
to pick up your e-mails on the move. 

With the new Ericsson GC 25 you can pick up e-mail, connect to local networks and visit the Internet directly 

► from your laptop, wherever you are. No extra cables or modems. And best of all, you don’t have to 
block your mobile phone. This little thing will provide your laptop with everything it needs to go 
mobile. It also comes with a headset, so you can make calls from your laptop, as if it were a mobile phone. 
So now that your computer can get by without a mobile phone, you don't have to. 
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INTERNATIONAL 


War crimes: the UN finds the 


courage for convictions 


The United Nations is planning to set up a 
permanent international criminal tribunal, 
but, asks Laura Silber, will it be effective? 


U nited Nations is gearing 
up to meet a growing 

world demand Tor jus- 
tice. with plans on the table 
for the first permanent inter- 
national criminal tribunal 
and discussions under way 
on a possible court to try 
genocide suspects from Cam- 
bodia. 

Although the UN has come 
under Eire for failings in its 
peacekeeping operations and 
sanctions policies, the world 
organisation’s judicial func- 
tion has never been stronger 
- with international tribu- 
nals now making their first 
convictions for atrocities in 
Rwanda and the former 
Yugoslavia. 

“Experience has showed 
tbat a system of interna- 
tional criminal justice is pos- 
sible and that credible insti- 
tutions can be created," says 
Jeteoa Pejic of the Lawyers' 
Committee for Human 
Rights, a human rights 
watchdog group. 

Delegates from 150 coun- 
tries hope to build on the 
experience of these two land- 


mark tribunals when they 
hold a treaty conference in 

Rome next month to estab- 
lish a standing international 
criminal court to try geno- 
cide. war crimes and other 
crimes against humanity. 

The delegates remain 
divided over a host of issues, 
such as the scope of the 
prosecutor’s powers, the role 
of the Security Council and 
the extent to which crimes 
committed in internal con- 
flicts would be under the 
court's jurisdiction. Since 
none of the UN's 185-member 
states has opposed the court, 
its creation seems a cer- 
tainty - what remains in 
question is how effective and 
independent the tribunal 
will be. 

Diplomats at UN head- 
quarters are also weighing a 
US proposal to the Security 
Council to establish a tribu- 
nal for Cambodia which 
would bring to justice the 
leaders of the Khmer Rouge 
held responsible for the kill- 
ing of more than Im people 
from 1975-1979. Pol Pot. who 


led the bloody regime, died 
last month but several of his 
senior aides remain at lib- 
erty. 

The US draft resolution 
calls for the tribunal to oper- 
ate in The Hague, alongside 
the UN court for former 
Yugoslavia, which was cre- 
ated In 1993. Louise Arbour 

of Canada is the court’s chief 
prosecutor and holds the 
same position for tbe 
Rwanda tribunal, whose seat 
is in Arusha. Tanzania. 

The 15-member Security 
Council has yet to agree to 
give life to the Cambodia 
court. Diplomats say that of 
the five veto-wielding perma- 
nent council members. 
China, whicb opposes out- 
side intervention Into domes- 
tic affairs and also aided tbe 
Khmer Rouge, is against it - 
saying Phnom Penh should 
hold a possible trial. 

In the run-up to Cambo- 
dian elections even support- 
ers of the new tribunal won- 
der if the court might 
increase instability in the 
strife-torn country. 

Proponents of the perma- 
nent tribunal say the request 
for the Cambodian court 
drives borne the importance 
of their cause. “It starkly 



•• — u.. ■■ 

A former refugee places skufls on a platform in a former vBage school in Camboda, an execution ate under the Pol Pot regime Reuwre 


underlines the need for the 
creation of a permanent tri- 
bunal.'' says Ms Pejic. 

"Such a tribunal could 
have dealt with the events 
as they were unfolding. Tbe 
Security Council could be 
paralysed in reacting to egre- 
gious crimes, as evidenced 
by C hina 's opposition to the 
Cambodia tribunal.” she 
added. 

Setting up the ad hoc tri- 
bunals was an arduous task. 
The Rwanda court, dogged 
by serious administrative 
and procedural problems, 
was even derided as a “trav- 
esty". A recent UN report 


notes a slightly improved 
record but still criticised 

mnnappmpnt of fhg tribunal. 

It may be boosted after 
Jean Kambanda, the fanner 
Hutu prime minis ter of 
Rwanda, on May 1 pleaded 
guilty to six counts of geno- 
cide and crimes against 
humanity in his first appear- 
ance in the court. Critics 
said Mr Kambanda’s admis- 
sion was prompted by the 
public execution of 22 Rwan- 
dans - the international tri- 
bunal does not have a death 
sentence. More than 100,000 
mostly Hutus have been 
detained on charges of geno- 


cide and may fear a similar 
fate. 

Amnesty International, a 
human rights lobby group, 
also protested against the 
detention of Mr Kambanda 
in a “safe house” rather than, 
in the Arusha prison, which 
could have put him under 
pressure. 

The court for former Yugo- 
slavia has a much better 
record. The success of that 
tribunal (as will that of the 
proposed permanent court), 
however, hinges on the com- 
pliance of states in handing 
over indicted criminals to 
The Hague. 
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Key suspected war crimi- 
nals such as Radovan Karad- 
zic. former Bosnian Serb 
leader, and General Ratko 
Mladic, Serb military com- 
mander during the Bosnian 
war, remain at large. OF 74 
indicted suspects only M are 
In custody - many of whom 
arrived over the past six 
months. The court has found 
two suspects guilty with one 
awaiting the outcome of an 
appeal 

To cope with delays in 
bringing suspects to trial, 
the tribunal last week 
opened a second courtroom, 
funded by a $500,000 dona-. 


tion from Britain. Gabrielle 
Kirk McDonald, tribunal 
president, this week warned 
that unless a third court 
room is completed- of 
the suspects in custody will 
have to wait until the year 
2000 to have their day in the 
dock. 

It is too early to determine 
whether the courts have 
helped reconciliation. John 
Bolton, an assistant secre- 
tary of state under President 
Bush who is a staunch oppo- 
nent of the proposed perma- 
nent tribunal, believes that 
the ad hoc tribunals can 
undermine the process. 
“There are plenty of situa- 
tions where the search for 
justice can often be retribu- 
tive and does not necessarily 
contribute to the search for 
a political solution.” he said, 
adding that it can give 
nations an excuse to avoid 
taking responsibility for 
their crimes. 

He believes that tribunals 
should be set up on a case- 
by-case basis. But its sup- 
porters caution that a per- 
manent court Is necessary to 
avoid selective justice. “Why 
Cambodia. Yugoslavia, and 
Rwanda and not Argentina, 
Liberia and Iraq." asked Ms 
Pejic. 

“There cannot be a 
trade-off between peace and 
justice. Enduring peace can 
only be based on reconcilia- 
tion which rests on justice. 
The alternative is cycles of 
revenge.” 


Mideast peace 
effort stymied 


By Route Khataf in London and 
Judy Dempsey in Jerusalem 


The US yesterday failed to 
break the 14-month deadlock 
in the Middle East peace pro- 
cess after Madeleine 
Albright, US secretary' of 
state, held an unexpected 
meeting with Yassir Arafat, 
president of the Palestinian 
Authority in London. 

The meeting, called late on 
Sunday nighi when Mr Ara- 
fat was attending a Socialist 
International meeting in 
Oslo, followed two rounds of 
talks between Mrs Albright 
and Benjamin Netanyahu. 
Israeli prime minister, in 
Washington last week. 

The US wants Israel to 
accept a package involving 
the handover of 13 per cent 
of land to Palestinian control 
as part of a second Israeli 
troop pullback from the 
WesLBank. In return, the US 
said it would support the 
acceleration of final settle- 
ment talks. These talks will 
focus on the future status of 
Jerusalem, the Jewish settle- 
ments, and will for the first 
time define Israel's borders. 

The Palestinians have 
accepted the US proposals, 
although they had at first 


been expecting about 30 per 
cent or land to be banded 
over in the second redeploy- 
ment. 

Mr Netanyahu has insisted 
on handing back about 9 per 
cent on the grounds any 
more would jeopardise 
Israel's security. 

Mr Netanyahu went on the 
defensive last night, denying 
Israeli media reports that he 
intended to band over 13 per 
cent “I did not agree to 13 
per cent This is not true,” 
he said during a hastily con- 
vened press conference min- 
utes before the ceremony to 
inaugurate Ezer Weizman as 
president for 3 second term. 

“We advanced the peace 
process [in Washington] but 
there was no breakthrough 
this time.” said Mr Netan- 
yahu. clearly anxious to 
reassure his nationalist 
coalition partners that he 
did not cut any deal behind 
their backs. 

Mr Netanyahu wants to 
postpone a third and final 
troop pullback until the start 
of the final settlement talks, 
even though in the Hebron 
1997 agreement, the Israeli 
prime minister agreed to 
carry out the three pullbacks 
“not later than mid-1998." 


NEWS DIGEST 


EGYPT PRIVATISATION 


Sale of first state bank 
postponed for three years 


Egypt has postponed plans to privatise one of the four largest 
state-owned banks for at least three years. In spite of state- 
ments suggesting it would sell one of the banks this year. 

Youssaf Boutros GhaH, minister of economy, told parliament 
that legislation aflowing bank privatisation would not be 
invoked before 2001 . Earlier this year the government had 
suggested it would issue shares this year in one bank - 
expected to be the Bank of Alexandria. Mr Boutros Ghali said 
that "unstable world markets" had ted the government to 
back down from the bank sate. 

Kama! al-Ganzouri. the prime minister, recently stated that 
the aJm of selling a stake in a public sector bank would be to 
create competition between it and the remaining three state 
banks. The aim was not simply to undertake the privatisation 
of a state bank, but to allow it to exploit a degree of foreign 
shareholding which would energise the banking sector. 

The postponement reflects an increasingly ambiguous atti- 
tude within the government towards privatising banks. 

Mark Huband, Cairo 


OSTEOPOROSIS TREATMENT 


Drug may help fight cancer 


Si Lilly 's drug for osteoporosis may be effective in treating 
breast cancer and heart disease, according to trial results 
released yesterday. Raloxifene, synthetic oestrogen replace- 
ment therapy marketed under the name Evista, showed a 70 
per cent reduction in the Incidence of newly diagnosed breast 
cancer in a study of 7.705 women. The drug also reduced 
cholesterol levels, a leading risk factor for heart disease. 

Evista is being marketed to post-menopausal women who 
arecandidates for oestrogen replacement but do not want 
such therapy’s side effects, which include continued menstru- 
Quon. Victoria Griffith, Boston 


BIOTECHNOLOGY PATENTS 


Cancer gene dispute settled 


Ategal dispute between two US biotechnology companies 
Oncormed and Myriad Genetics, over patent nghts to the two 
Qf 1 ® 8 ’ BR CA1 and BRCA2. hasbeen settted 
Oncormed will withdraw from the provision of breast cancW 

and ^ness to Myriad. whtehwriB 

21 7*°°^ over BRCA1 and BRCA2 testing in 
lha US. But the two companies will continue to como^ip ,n 
t^^opmen, „ diagnose „„ ^ 

tw ° potentially a fa, larger buslnsss 

than testing services. CDve Cookson. London 
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WORLD TRADE 


V 


Companies welcome 
deal on US sanctions 


By DavWWWte la MadrM, 
Robert Graham ta Paris aid 
Stofen Wagstyi h London 

European companies and 
governments broadly wel- 
comed the US-EU deal to 
head off US sanctions over 
trade with Iran. Libya and 
Cuba. The Spanish govern- 
ment. one of the most vehe- 
ment opponents of US mea- 
sures against investments in 
Cuba, said it was "very satis- 
fied" by the agreement 

Total, the French ofl group 
with plans for oil develop- 
ments in Iran, said: “This 
moves things in the right 
direction." The sentiment 
w, was echoed by BP and Shell 
^ News of the deal came as a 
relief to Spanish 
which have recently headed 
the list of EU investors in 
Cuba, with investments of 
more than $lOQm there. 

Sol Mel is, Spain's largest 
hotel group and Cuba's big- 
gest foreign operator, was 
reluctant to comment on the 


deal but said: "Cuba is going 
wonderfully.” 

The family-controlled 
group was alarmed two 
years ago when it found 
itself on the US. target list 
under the Helms-B arton law, 
which penalises foreign com- 
panles using property in 
Cuba expropriated from us 
citizens. 

The group, which went 
into Cuba in 1990, recently 
agreed to add four more five- 
star hotels to its Cuban 
chain, making a total of 12. 

A delegation fro m about 70 
Spanish companies visited 
Cuba last month to look into 
investment openings. Span- 
ish business Is hoping to 
capitalise on a recovery in 
official relations between 
Spain and its former colony, 
following a crisis in 1996. 
Spain has already lifted 
itself into the position of 
Cuba’s leading European 
trading partner, with Span- 
ish exports to the Island run- 
ning at $4fl0m a year. 


Total was mare measured 
in its response. Thierry Des- 
marest, th a i T"**", has long 
expressed confidence that a 
political solution could be: 

found to the "extra-territo- 
rial'’ Jran-Libya Sanctions 
Act QLSAX - 

'Last September. Total led a 
iy»na>r H uin which . signed a 
deal with Tehran to Invest 
$2bn in two offshore blocks 
In the gas-rich South Pars 
field facing Qatar In the 
Gull Total held a 40 per 
stake while Russia’s Gaz- 
prom -and Malaysia’s 
Petronas each had - 30 per 
cent 

"We are stm in the pre-en- 
gineering phase of the proj- 
ect,” Total said yesterday. 
Although the ' of US 

sanctions ha? hung over the. 
project for eight months; 
planning . han gone ' ahead 



Clreon and Btarir address a press conference to London yesterday after EU end US nego tia tor s a gr ee d 
a settlement tn the sanctions dispute 


Total has throughout 
received the backing of the 
French: government, which 
has vigorously challenged 


the- right of the US to claim 
extra-territorial Jurisdiction 
to punish companies invest- 
ing in the "rogue*’ states of 
Iran and Libya. - 
The composition of the 
fymgf rrt f tTm aten limited the 

SkeUbooduf a real challenge 
to the deal. Both .Malaysia 
and Russia had opposed 
ILSA, arguing that this was 
not an effective way of pun- 
ishing P W intri 1 * 18 Hnr-Mtsg tiGT- ■ 
rorism. French officials said 


imposing sanctions oh com- 
panies investing more than 
$40m in Iran risked being 
counter-productive at a 
moment when Tehran 
appeared anxious to normal- 
ise relations with flu* main 
industrial nations 
BP, which was founded on 
Iranian oil, has no active 
interest in any Iranian proj- 
ect,- Including South Pars. 
But it has opened a represen- 
tative office and is looking 


for passible investments. 

Shell reacted cautiously, 
saying it was studying the 
agreement to assess the 
impact on its business. Shell 
has a stake in the South 
Pars project, but only in its 
later stages which Involve 
constructing a gas pipeline 
to Pakistan. It h a? a «*naTi 
additives business in Iran 
ami trades in Iranian ofi. 

See BStOfW Com m e nt 


Ruggiero offers olive branch on environment 


By Frances HRSams in Geneva 
and Leyte Bouton, Envir on ment 
Corespondent 

Renato Ruggiero, director- 
general of the World Trade 
Organisation, yesterday 
promised more dialogue with 
environmental groups to 
allay their fears that world 
trading rules threaten the 
environment 

In his opening address to 
the WTO's second ministe- 
rial meeting in Geneva, Mr 
Ruggiero acknowledged that 
the WTO’s committee on 


trade and environment, 
which has spent three years 
discussing trade-environ- / 
ment links without any tan- 
gible results, heeded '"a 
renewed political impetus”. 

His olive branch coincided 
with an avalanche of attacks 
by envir o nmentalist groups 
yesterday. 

The Worldwide Fund for 
Nature, which has promoted 
successful voluntary; 
schemes for labelling sus- 
tainable timber and fish 
imports, said decisions by 
WTO dispute panels - most 


recently in the shrimp-turtle 
case - threatened to under- 
mtiia the legitimacy of the 
in ternational trading system 
tn the eyes of the public. 

' .• Britain's Royal. Society for 
thie Prevention of Cruelty to 
Animals said that exemp- 
tions: to trade rules “had 
been interpreted narrowly 
by panels amL. .applied in a 
maniw - tha t hag Started to 
undermine measures taken 
to protect high welfare stan- 
dards". 

It noted that an EU deci- 
sion to ban for imports from 


Brussels heads for clash 
over genetic labelling 


By Michael Smite ta Brussels 


The European Commission 
is heading for a dash with 
rjEuropean Union nations 
unless it heeds a call from 
them yesterday to change a 
controversial proposal on 
the labelling of genetically 
modified soya and maize. 

Ministers from 12 of the 15 
EU countries indicated .yes- 
terday they were unhappy 
with the Commission’s plan 
to label foods if they "may 
contain” genetically modi- 
fied organisms, with some 
arguing It would be of little 
use to consumers. • • 

They supported a proposal 
by the UK, holder of the 
EU's rotating presidency, 
that foods should only carry 
a compulsory label if defi- 
nitely proved to contain 
genetically modified organ- 
isms. 

The presidency said it had 
asked the Commission to 
reconsider its proposals 
'Ijbecause there was a quali- 
fied majority for change. It 


hopes for an answer by 
tomorrow. 

Under EU procedures, the 
Commission is aide to oven? 
rule countries on this issue 
unless there is unanimous 
opposition from them. The 
danger of doing that b that 
it would alienate countries 
which would, in any case, be 
unlikely to enforce the pro- 
posals rigorously. 

The . Commission's prcrpoe- • 
als have been widely ajttta 
bed by consumer and anvU 
ronmental oi 
which say they 
many exemptkmrf’ttijaf they 
are unlikely to $«tp food 
buyers determlne whether 
the products <xmta£a geneti- 
cally modified organisms. ' 

Greenpeace, the environ- 
mental group, and Bene, the 
European consumers’ organ- 
isation, want enforced sepa- 
ration of modified and con- 
ventional crops. The US, 
where most modified crops 
are grown, apposes this, and 
there is little support from 
EU member states. 


Beuc said yesterday that if 
the presidency’s proposals 
wore adopted, the regulation 
would apply to even fewer 
crops. Same 60 per cent of 
processed food : contains 
soyabean d erivative s; many 
h uh« h contain ™™ deriva- 
tives. 

The directive’s effects 
would be: limited to maize 
and soya, but are seen as 
setting's; precedent for other 
genetically modified crops, 
of which to grow- 
, rapidly. The UK presi- 
* plan was supported 
^pomrtries except Swe- 
andftaly. 
as dropping the 
’a nrouosal for 
may contain” -labels, it 
would bad to the drawing 
up of a list of products 
which would not be sub- 
jected. to labelling require- 
ments.! 

The Commission could 
consider the presidency’s 
request to reconsider its pro- 
posals tomorrow but may do 
so next week. 



Counterfeiting 
seen as threat 
to share prices 


By John Wfflman, 

Consumer Industries Bfltnr 

Counterfeiting of branded 
products such as drinks, 
designer clothes and luxury 
foods is a threat to t he sha re 
prices of some of the world's 
biggest consumer groups, 
according to a survey of 
investment analysts and 
fund managers, published 
today. . 

The survey, carried out by 
CDR International, a UK- 
based consultancy on brand 
protection, found that a 
counterfeiting story affect- 
ing a company’s brands was 
almost as big a threat as 
association with child labour - 
or human rights abuses. 

A quarter of the analysts 
and managers said a coun- 
terfeiting scare would have a 
bigger effect on market sen- 
timent than results below 


chief executive. ■ 
l survey published 
shows confusion 
siunera over coun* 
wt were unable to 
1 between genuine 
igos for a selection 
ional brands such 
Gucci and Bell’s 
sky. Most felled 

i between realand 

It goods. With 
an*, for example, 
it were unable to 
e -genuine article, 
of buying a fake 
cent saM they 


would be put qfT buying a 
company's products if those 
had a re puta t i on for being 
counterfeited. Yet the con- 
sumers tn the survey were 
prepared to pays third more 
on average for a branded 
T-shirt than a plain one. 

-More than 40 per amt said 
they saw no point in buying 
designer labels since most 
people would thi nk - they 
were fakes; 51 per cent said 
they would buy an imitation. 

More than 60 per cent 
believed they had seen coun- 
terfeit products in the past 
three months, rising to 81 
per cent for underdSs. The 
brands most thought of as 
subject - to counterfeiting 
included Nike, Calvin Kirin. 
Roifflc and LevL . 

CDR found most market- 
ing managers had foiled- to 
recognise the threat posed 
by counterfeiting.' Modern 
security features such as 
holograms were used by. 
only one in 10; only a hand- 
ful had registered ootoarror 
proprietary technologies to 
protect them. 

• Holograms are now used 


Ur §iwuhs w 

as Diageo and Allied Domficq 
to deter countezftftars. Dev- 
ised by: De La Rue Brand- 
protection, a subsidiary of 
the UK printing graqi. 

S-D holographic image on 
the shrinkwrap seal Is Bl- 
uest impossible to copy. and 
an attempt to tamper with. 

. the bottieia-hard .tocoac*?L 


US to 
bold corn 
syrup 
inquiry 

By Stephen Fkflar 
m wtauppw 


The office of the US Trade 
Representative yesterday, 
announced it would launch 
an Investigation into allega- 
tions that tinftdr trade prac- 
tices in Mexico were harm- 
ing US exporters of high 
fructose corn syrup' the 
sweetener used extensively 
in the soft drtokg industry. 

. The decision responds to a 
complaint from the Corn 
Refiners Association under 
Section 301 of the Trade Act 
of 1974. The complaint 
claims that in September 
1997,. “with. the support of 
the- government of Mexico”, 
representatives of the Mexi- 
can sugar industry and 
country's soft drink bottlers 
agreed to limit the soft drink 
industry’s consumption .of 
corn syrup. 

’ The Us refiners say prac- 
tices in Mexico deny air and 
equitable market opportuni- 
ties for exporters .of corn 
syrup. 

“TKs petition raises seri- 
ous allegations to be invest!- 


US Trade Representative, 
sediL The US will ask for 
-immediate consultations 
.with Merico. 

. Sectkfii 801 investigations 
allow business and workers 
In the US. to seek govern- 
ment aid. in response to 
affaged unipr trade prac- 
tices. JavBsajfftiemmnst he 
months. 


animals rflu gh* with leghold 

traps had been weakened by 
a deal struck with Canada 
and Russia by the European 
Commission to allow their 
continued use in some dr- 

European member states 
had also failed to implement 
a ban, doe to have come Into 
effect in January, on the use 
of animals to test cosmetics. 

Finally,, the Commission 
had been unable to persuade 
ministers to adopt its pro- 
posal flattin g Tntnfeniim stan- 
dards for battery hois' Irving 


conditions. The proposals 
would have increased the 
price of eggs in the EU. 

The RSPGA said there two 
main trading obstacles to 
raising atrfmai welfare stan- 
dards. Unless import taxes 
and - tariffs were adjusted 
accordingly, more ethically 
produced goods would be 
unable to compete with 
cheaper imports. 

Most importantly, discrim- 
inating among products on 
the basis of how they are 
produ ced Is prohibited by 
WTO rules. 


The RSPCA urged govern- 
ments to ttnncririor introduc- 
ing “tariff and tax adjust- 
ments” for raising the price 
of Imports that fell foul of 
such standards. It also said 
they should offer improved 
market access to third coun- 
try producers that met such 

standards. 

Sir Leon Brittan, Euro- 
pean. Union trade commis- 
sioner, has called for a 
high-level meeting to break 
the logjam, an initiative that 
has been backed by the US, 
Japan Canada 


Clinton urges 
new, faster 
trade round 


By Geranl Baker ta Geneva 


US President BUI Clinton 
yesterday urged govern- 
ments to move speedily to a 
new round of trade negotia- 
tions within the World Trade 
Organisation, beginning 
next year with discussions 
on agriculture followed 
quickly by talks on services 
and industrial tariffs. 

But Mr Clinton warned 
that successful negotiations 
required governments to 
ensure their citizens had full 
confidence in a more open 
trading system. He proposed 
that the WTO should there- 
fore open its doors to outsid- 
ers in the form of a new 
forum li stin g of business, 
labour, environmental and 
consumer groups who to 
give their views on trade 
negotatjons. 

“The WTO was created to 
lift the lives of ordinary citi- 
zens; it should listen to 
them,” he told the opening 
session of this year’s minis- 
terial conference of the 
organisation. In a speech 
commemorating the SOtb 
anniversary of the start of 
the multilateral trading sys- 
tem, Mr Clinton addressed 
an audience that included 
Fidel Castro, the Cuban pres- 
ident 

To speed up negotiations 
Mr Clinton suggested the 
next round should be con- 
ducted an a sector by sector 
basis, rather than the com- 
prehensive approach 
favoured by negotiators in 
the past “In an era in which 
product life cycles are mea- 
sured in months , and infor- 
mation and money move 


around the globe in seconds, 
we can no longer afford to 
take seven years to finish a 
trade round, as happened 
during the Uruguay Round,” 
Mr Clinton said. “There 
must be a way to tear down 
barriers without waiting for 
every issue in every sector 
to be resolved before any 
issue in any sector is 
resolved." 

Mr Clinton promised once 
again that he would ask the 
US Congress for “fast track” 
authority to negotiate inter- 
national trade agreements. 
Last year the Congress 
declined to give fast track 
authority to Mr Clinton, who 
is the first president in more 
than 20 years to have been 
denied iL 

The President’s emphasis 
on labour, environment and 
social issues was directed 
principally towards his polit- 
ical constituency at home, 
especially his fellow Demo- 
crats. many of whom are 
opposed to trade deals that 
do not involve tough stan- 
dards for labour and envi- 
ronmental protection. 
Engaging ordinary people in 
the advantages of interna- 
tional trade is a critical ele- 
ment of Mr Clinton's 
approach to the political 
challenge of increasingly 
globalised business activity. 

Mr Clinton also called on 
countries to freeze tariffs on 
all electronic transmissions 
across borders. “We cannot 
allow discriminatory barri- 
ers to stunt the development 
of the most promising new 
economic opportunity in 
decades." He also urged 
more openness at the WTO. 
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You arrive at a crossroads only to discover 
that the signpost has been blown 
down in a storm. You have no map. 

Which direction do you take? 



fig-1 

You have no map. 
Remember. 



fig- 2 

You lost your compass. 



fig- 3 

What good's a cellular 
phone if you don't know 
where you are? 



PARIBAS 

No.l IN 
THE EURO 

30% market share 

First Supranational 
in Euro 

First Sovereign 
in Euro 

First Convertible 
in Euro 

No./ 

Euro Swap House 


LEADING THE WORLD IN THE EURO 

Today, it is easy to feel lost when confronted by the future. The financial landscape is shifting 
before our very eyes. Moving into new territory, as we are with the Euro, is fraught with uncertainty. 
What you need is a guide who’s been this way before. 

Founded 125 years ago simultaneously in 4 European countries, Paribas was the first bank with a 
truly European philosophy. Today, with an organisation based on banking activities and industrial sectors, 
no other bank can equal its experience in crossing financial frontiers. 

In the 1??7 1FR Awards, Paribas won for Eurobond of the year and was named Ecu/Euro Bond 
House of the year. As we get closer to the “big bang” of 1 999, the experience of Paribas as the lead Ecu 
bookrunner since 1?81 puts the bank in a unique position of authority in all questions relating to the Euro. 
And it is, in fact, only by the application of experience that we can solve the problem of the crossroads 
with the fallen signpost. 

How do you decide which way to go? You leverage your own recent experience. Since you do 
know where you’ve come from, you simply raise the signpost, point the relevant arrow in the direction 
from which you have come - and the way ahead is clear, http:llwww.paribas.com 
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DEPUTY PREMIER LOOKS READY TO APPROVE LOWER-PRICED PROPOSAL BY CONSORTIUM 


Channel rail link set for rescue 


By Jonathan Ford 
and George Parker 

John Prescott, the deputy 
prime minister.- yesterday 
looked set to approve a res- 
cue package for the Channel 
tunnel ran link after receiv- 
ing a cut-price proposal from 
the project's backers. Hie 
tunnel runs between 
England and France. 

Under the new offer. Lon- 
don and Continental Rail- 
ways is thought to be asking 
for an extra subsidy of 
between £600m ($lhn) and 
£9Q0m, compared with the 
£1.2bn rejected by Mr Pres- 
cott in January. 


The consortium was asked 
by tbe government to bid a 
range of subsidies because of 
the uncertainty surrounding 
the future financial perfor- 
mance of the Eurostar 
high-speed train service. 
Should Eurostar’s revenues 
grow more Quickly than 
expected, this would allow 
the government to reduce its 
subsidy contribution - most 
of which is paid towards the 
end of tbe project 
LCR is also understood to 
have withdrawn its demand 
for 10 years to build tbe link, 
and is now understood to be 
aiming far a completion date 
of 2007. Mr Prescott will 


spend the next few weeks 
examining the revised pro- 
posals, in consultation with 
Geoffrey Robinson, a Trea- 
sury minister. 

Government officiate han- 
dling the project have been 
in close contact with LCR 
over the last few months. 
and have made (dear what 
Mr Prescott expects. Officials 
believe it is unlikely the con- 
sortium would waste huge 
amounts of effort in drawing 
up a plan which Mr Prescott 
would veto. 

Although the extra gov- 
ernment subsidy remains 
substantial, the government 
would be left with a £900m 


bill if the project collapsed, 
comprising £400m of accu- 
mulated LCR debts and 
£500m associated with the 
loss-making Eurostar 
service. 

However there are still 
expected to be hard negotia- 
tions on the details of the 
LCR package, including the 
key questions of the level of 
government subsidy, and on 
the completion date for the 
68-mile link from the t unn el 
to St Pan eras. London. 

. LCR had been given until 
the end of this month to 
come up with a new financ- 
ing package. Its first attempt 
fell apart in January when 


the government turned 
down a request for a further 
£1.2bn of public subsidy on 
top of the £l.Sbn already 
agreed. Under the new plan. 
LCR would build the £5.4bn 
link in two stages with 
financial assistance from 
Rail track, the UR rail infra- 
structure group. 

- Eurostar would be oper- 
ated by a consortium led by 
National Express, tbe coach 
and train operator, and Brit- 
ish Airways, or by Richard 
Branson's Virgin Group. The 
National Express /BA pro- 
posal envisages Eurostar 
trains being run to London’s 
Heathrow airport 


Delay by Treasury 
taxes patience of 
offshore industry 


Oil sector opposes 
‘ radical fiscal change 
: but wants an end to 
: uncertainty, reports 

Robert Corzine 

T he offshore oil industry 
is becoming increasingly 
frustrated waiting for 
- the government to produce 
its consultation document on 
new taxes. The document 
was due last month. 

. "We're getting no feedback 
from the Treasury," says 
• James May of the UK Off- 
shore Operators Association, 
- the trade group for the 37 
■ companies that explore and 
produce oil and natural gas 
in UK waters. 

In recent months, compa- 
nies have deferred some pro- 
jects because of uncertainty 
over taxes and low oQ prices. 
Executives warn that the 
UK’s attractiveness as a des- 
tination for investment is 
being undermined by uncer- 
tainty at a time when low 
crude prices threaten to 
dampen capital expenditure 
on new oil and gas projects. 

The industry was jolted in 
March when the government 
- which expects to receive 
£3.5bn ($5.84ba) from off- 
shore taxes in the 1997-98 tax 
year - declared the present 
arrangement to be “unsatis- 
factory". Many companies 
’ bad hoped that low prices 
- would deter ministers from 
tinkering with the tax 
' regime. 

But in the last Budget, the 


Treasury put forward two 
alternatives to the present 
system, under which, devel- 
opers of new fields pay cor- 
poration tax at the standard' 
30 per cent. .. _ .. 

One involves the imposi- 
tion of a supplementary cor- 
poration tax. The other 
option called far the rejntro- 
duction of a proffts-based 
petroleum revenue, tax, 
which had been abolished 
for new fields In 1993. 

The impact of the new 
taxes would vary widely 
between oil companies, 
prompting some observers to 
speculate that ministers 
wanted to divide the indus- 
try, Which had maintainpri 
an unusually united front in 
the run-up to the Budget 
announcement. 

ha recent weeks, the indus- 
try has kept up its lobbying 
effort to dissuade the gov- 
ernment from making radi- 
cal changes. This week 
UKOOA wrote to Tony Blair, 
taking him to task for 
remarks made in the House 
of Commons last week when 

the prime minis ter said tbe 
UK oil industry enjoyed an 
"enormously favourable tax 
regime”. 

UKOOA countered that 
the average tax, rate in the 
sector was 45-50 per cent, 
rather than 30 per Cant for ■ 
new projects, and that the: . 
rate on some - fiends .wad as . 
high as© percent. 

Analysts at Fetroconsul- 
tants, a Geneva-based indus- 
try group, agree that the 
“current UK fiscal system is : 




lmnac< nf tC :: .' rise in corpora’nn tnx 
on cpn-Eiiropcan oil s*.3»s 


the most investor-friendly of 
virtually all 120 global 
regimes analysed”. But there 
is also evidence that .it has 
succeeded in attracting new 
investment and maintaining 
relatively high levels of 
activity in the industry, even 
though the size average 
North Sea discoveries has 
Mien steadily. 

; The UK regime is espe- 
cially attractive when 
viewed against Norway, 
where the total “state take”, 
wbidx includes direct state 
-participation in offshore pro- 
jects, is just over 80 per cenL 


. But as Steve Parish at 
Petro consultants notes, the 
UK is not just competing 
with Norway. “It is compet- 
ing for global capital that 
could just as easily go to 
Angola or Argentina.” 

Given dial the oil industry 
accounted for 16 per cent of 
total industrial investment 
last year, ministers are 
expected to be careful in set- 
ting a new tax regime, ha 
recent weeks, officials have 
reviewed in detail the two 
proposals to ensure that the 
numbers “are robust in the 
light of current circum- 


stances", according to one 
industry expert 
Oil men appear confident 
that their detailed analysis 
of the sector shows little or 
no -spare “taxable capacity”. 
But executives . admit that 
the government might dis- 
agree about the impact of 
higher offshore taxes on 
jobs. The worst outcome, 
they say, would be if tbe 
consultation document is 
heavy on political justifica- 
tion for new taxes, but light 
on the rigorous financial 
analysis they say is needed 
to justify any tax rises. 


Petrol market spared monopolies referral 


By 6 aotam MaM in London 

John Bridge man, the UK’s 
director-general of fair trad- 
ing, yesterday ruled out a 
fourth referral of the petrol 
retail trade to the Monopo- 
lies and Mergers Commis- 
sion, saying that competition 
was “fierce” and favourable 
for British consumers. 

Mr Bridgeman said his 
review had not found evi- 


dence of predatory or collu- 
sive behaviour by big retail- 
ers that was “intended to 
remove independent rivals”. 

The report acknowledged 
that competition between 
supermarket and oil com- 
pany forecourts had 
squeezed some independents 
out of the market “Competi- 
tion promotes market effi- 
ciency, keen prices and con- 
sumer choice but inevitably. 


Arms-to-Africa 
company ‘told 
of UN embargo’ 


By Andrew taker 

and Jtmnqr Bums 

Sandline, the British 
military consultancy, was 
told in January that ship- 
ments of weapons to anyone 
connected with Store Leone 
would breach the United 
Nations arms embargo, 
Robin Cook, the foreign sec- 
retary, told the House of 
Commons yesterday. 

The meeting, held nearly 
two months before West 
African forces toppled a 

rebel government in Sierra 

Leone, was disclosed as Mr 
Cook . announced the 
appointment of a retired 
civil servant to head an inde- 
pendent inquiry into the 
affair- 

Mr Cook said the inquiry 
would begin immediately as 
Customs and Excise 
announced it would not rec- 
ommend prosecution of San- 
dline International, the Brit- 
ish company acc used of 
bleaching a UN embargo by 
supplying arms to- Sierra 
Leone. 

Mr Cook said that lieuten- 
ant-colonel Tim Spicer, chief 
executive of Sandlin*. . met 
Foreign Office officiate in 
London to discuss Sierra 
Lran on January M» At that 
meeting was Craig Murray, 


deputy head of the FO’s 
Africa desk. However, it was 
not until February 18 that 
ftfflr.iwte alerted Customs to 
Sandline’s activities. San- 
dline insists that its activi- 
ties were approved by the 
government, and did not vlo-” 
Tate UN security council res- 
olutions. 

Mr Cook’s decision to 
appoint Sir Thomas Legg, 
former permanent secretary 
at the Lord Chancellor’s 
department, to head the 
independent inquiry was 
attacked in the Commons. 
The Lord Chancellor is the 
senior government law 
officer. 

Menzies Campbell, the Lib- 
era) Democrat foreign affairs 
s pokesman , said Mr Cook 
should have gone outside 
Whitehall and appointed a 
judge. He also claimed Tony 
Blair, the prime minister, 
had undermined the Cus- 
toms probe by dismissing 
the arms to Africa affair as a 
“boohah°. 

Mr Cook rejected a call by 
opposition Conservatives for 

the inquiry to be held in 
public. The inquiry, will 
establish what was known 
by ministers and. officials . 
about plans to simply arms 
and whether there was any 
Af final encouragement. 


results in winners and losers 
... I do not believe that 
. fewer prices indicate preda- 
tory behaviour,” said Mr 
Bridgeman. 

The past eight years have 
seen pump prices fall by 
about a third in real terms, 
excluding duty and value 
added tax. The report said 
supermarkets' pricing behav- 
iour reflected a low cost base 
and competition with other 


MPs clear 
Boeing 
helicopter 
in crash 


By AnaqrBtras 
and Item RaKgan 

A House of Commons 
defence committee yesterday 
said it had found no “com- 
pelling evidence” that tech- 
nical teflure was tbe cause of 
tbe 1994 Chinook crash in 
which 25 senior Intelligence 
personnel died on the Mull 
of Kin tyre an the west coast 
of Scotland. 

The MPs also accepted the 
reported assurances by the 
manufacturer of the helicop- 
ter, Boeing, that there was 
only a minimal risk to flight 
safety in the event of “de- 
bonding" between key com- 
ponents and the flight con- j 
trol panel 

“While we make no judg- 
ment on the immediate 
causes of the crash ... we 
conclude, on foe basis of the 
evidence presented to us, the 
Chinook Mark-2 fleet 
appears to be operating rea- 
sonably safely and reliably.” 
the committee concludes in 
a report published yesterday 
and welcomed last night by 
the Ministry of Defence. 
However, foe committee 
refused to endorse the find- 
ings of an RAF Board of 
Inquiry .which, blamed the 
two pilots who died In foe 
crash. 


supermarkets. Mr Bridge- 
man said tbe 40 per cent 
drop in the cost of crude ofl 
in the 18 months to March 
1998 had had a minimal 
effect on pump prices, which 
were largely determined by 
tax and distribution costs. 

Since the last MMC inves- 
tigation in 1990, which also 
concluded that the industry 
was competitive and operat- 
ing in foe public interest. 


supermarkets’ share of tbe 
market has grown from 5 per 
cent to 23 per cent. 

The Petrol Retailers Asso- 
ciation criticised the report 
for not reflecting the current 
position of foe petrol retail- 
ing market. It said consum- 
ers in rural areas faced high 
prices and extensive clo- 
sures: “They have missed a 
big opportunity to help con- 
sumers get a better deaL” 


Law firm 
wins 
fight for 
German 
alliance 


By Robert Rice, 
Legal Correspondent 


S. J.Berwin & Co, foe City 
law firm, yesterday won tbe 
battle for Ge rman law firm. 
Knopf Tulloch & Partner, 
stealing tbe specialist pri- 
vate equity adviser from 
under tbe noses of its Lon- 
don rivals. Tbe firms are to 
form an exclusive alliance to 
exploit tbe growing German 
and European private equity 
market. 

. Tbe move underfill es foe 
determination of the UK’s 
leading commercial law 
firms to gain a significant 
share of tbe lucrative Ger- 
man legal services market. 

It follows tbe anno unce^ 
meat this year of an 
between Freshfieids, tbe UK 
international law firm, and 
Germany’s Deringer Tessin 
Herrmann & Sedemund. 

Knopf Tulloch. a multi -dis- 
ripHnary partnership Of fon t 
advisers, lawyers and 
accountants, based in Frank- 
furt, has built a considerable 
reputation advising foe pri- 
vate equity Industry in Ger- 
many since it was formed 
eight years ago as a break- 
away from accountants 
Arthur Andersen. 

Among its private equity 
clients are Si, ABN Amro, 
UBS Capital, Alpinvest, 
Legal & General and Can- 
d over. The firm had been 
wooed by several of foe UK’s 
leading private equity legal 
advisers, among them foe 
market leader, Ashurst Mor- 
ris Crisp. Asbursts has 
recently opened an office of 
its own in F rankf urt 

S. J. Berwin, which has 
one of the strongest private 
equity practices in foe UK, 
identified Knopf Tulloch as a 
merger target from research 
carried out for it by London 
Economics. The firms are 
prevented from entering into 
a frill merger at this stage by 
Law Society rules which pre- 
vent solicitors [lawyers] 
entering into multi-disciplm- 
ary partnerships. The Law 
Society is the governing 
body for solicitors in foe UK. 

David Harrel S. J. Ber- 
win’s senior partner, said 
foe firm saw significant 
opportunities in the German 
and European private equity 
markets. 

In 1996 Germany was the 
most active continental 
European market for man- 
agement buy-outs with a 
total transaction value of 
£L2bn 82bn). In the 10 years 
to 1998. Germany was also 
among foe top four Euro- 
pean destinations for MBO 
investment from UK sources. 

According to German aca- 
demics. there are about 
700^)00 family-owned Miitel- 
sttmd companies in Germany 
which will be looking for 
new owners over foe next 10 
years. In addition, several 
big German companies, such 
as Daimler and Hoechst, 
have sold lossmaking divi- 
sions recently to focus on 
core businesses and this 
trend is expected to con- 
tinue. The private equity 
industry welcomed the link, i 
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NORTHERN IRELAND 
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Clinton appeals for Yes 
vote in peace referendum 

President Cfinton yesterday made an emotional appeal for a 
Yes vote In Friday’s referendum on the Northern I retold peace 
deal, urging the province to opt for hope over fear “If 1 were 
an Irish Protestant, which I am. but Irving In Northern Ireland 
instead erf the US, I would be thinking about my daughter's 
future and her children's futiae.” 

At a press conference after the summit between the Euro- 
pean Union and the US in London, Mr Cfinton warned union- 
ists the risks of backing the agreement were much less than 
the risk of “having everything fan apart”. Tony Blair, the prime 
minister, told the conference that the people of Northern 
I retold faced an “amazing” future if peace could be achieved. 

MeanwhSe. a former senior official of the Protestant Orange 
Order has backed the Ulster peace accord, giving a badly 
needed boost to the Yes campaign. Warren Parter says in an 
article in today’s Irish Times that the Stormont agreement rep- 
resents “the lesser of two evfe" and calls for fellow Orangmen 
in the 7(LOOO-strong Loyalist organisation to back David Trim- 
ble. leader of the Ulster Unionists, the largest pro-British 
party. Liam HaUigan, Belfast; David Wigtrton, London 

US MINE FRAUD 

Three convicted in London 

Three businessmen ware convicted at London's central crimi- 
nal courtyesterday on charges of conspiring to defraud 
shareholders who invested almost £30m ($50m) in the Butte 
Mining company, which was set up In the late 1980s to 
exploit mineral deposits in Montana in the US. 

Give Smith, the entrepreneur behind the ill-fated venture, 
John Clarke, a former Butte dkector, and Kenneth Clews, 
managing director of Robertson Research, a mining consul- 
tancy win be sentenced on Thursday. A fourth businessman, 
Roy Bichan, a former non-executive chairman of Butte and 
former deputy cha i rman of the Welsh Development Agency, 
was acquitted of two fraud charges last week. 

The trial of the three convicted men lasted 11 months and 
foHowed a three-year Investigation by the Serious Fraud Office 
into the affairs of Butte Mining. John Mason, London 


MOBILE PHONE NETWORKS 


Auction may raise $2.5bn 

Licences to operate the next generation of mobile phone net- 
works are to be sold next year in an auction which could raise 
up to £1.5bn ($2.5bn) for the government 

Barbara Roche, trade and industry minister, said yesterday 
that the new generation of mobile services - known as uni- 
versal mobile telephone systems or UMTS - offered pros- 
pects for now jots, services aid investment in the UK. It is 
thought that between three and five licences wfll be awarded. 
The competition wfll be open to all-comers. UK-based or from 
oversees, subject only to a basic pre-qualification. 

Today, Ms Roche chairs the European Union Telecoms 
Council at which a draft decision aimed at promoting UMTS 
in the EU will be considered. Alan Cane, London 


PRIVATE SCHOOLS 


Fear over ghettos of wealth 

Britain's private schools are becoming increasingly exclusive, 
as rising numbers of upper middle-class families show grow- 
ing dissatis fa c tion with the state education system, according 
to a survey pubfished today by the Independent Schools 
Information Service. 

The finding, from a poll of more than 700 parents by Mori, 
the market research company, raises fears that fee-paying 
schools could become ghettos of excluslvfty long before the 
government’s assisted places scheme, which offers subsi- 
dised places to children from poor tonifies. Is fully phased out 
in 2005. Simon Targett, London 


INVESTMENT 

Tax free scheme attacked 

Benchmark standards for Individual Savings Accounts, the 
tax-free investment that will replace personal equity plans and 
tax-exempt special savings accounts next Aprs, wiH “bring 
ftoribOity and peace of mind to the savings marker, the gov- 
ernment insisted yesterday. 

But the proposals were savaged by some influential savings 
industry figures. "If the government proceeds with its current 
thoughts, It will ensure that [benchmarked] unit trust ISAs are 
sold in bucket toads,” said Phi Bp Wariand, director-general of 
the Association of Unit Trusts and Investment Funds. “But it 
wifi be economically Illiterate, politically inept and lethal for 
some consigners.” Jean Eaglesham, London 
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PROFILE TONY REIS. SWISSCOM CHIEF EXECUTIVE 


Veteran holds the line 



peopleonthe move 



William Hall meets a telecoms chief 
facing a tough challenge in Switzerland 


Tony Reis, the new 
chief executive of 
Swisscom. has 
accepted a challenge that 
would daunt the manage- 
ment of the best run Swiss 
multinationals, let alone the 
untested managers of one of 
Europe's last state-owned 
telephone monopolies. 

At 56, an age when most or 
his former International 
Business Machines col* 
leagues are practising their 
golf swing. Mr Reis has been 
given less than a year to 
transform one of Switzer- 
land's most bureaucratic 
businesses into a share- 
holder friendly company 
that can be floated on the 
international stock market. 

His task Is complicated by 
the fact that Swisscom is for 
the first time facing serious 
competition in its home mar- 
ket, while the fast-changing 
alliances in the International 
telecommunications indus- 
try raise questions about the 
long-term survival of 
modi uni -sized national oper- 
ators such as Swisscom. 

Swisscom, which employs 
about 20,000 people, will be 
the first leading European 
telecommunications com- 
pany to be floated since last 
January's liberalisation of 
the European market. The 
government gave approval 
for the flotation last week. 
Switzerland has a new regu- 
latory system that is starting 
to make life difficult by 
ordering Swisscom to cut its 
interconnection charges to 
encourage new competitors. 

Switzerland is a natural 
target for global telecommu- 
nications operatons. It is the 
world's seventh biggest mar- 
ket in terms of international 
phone traffic. Its charges are 
among the highest, and 
there is an above-average 
density of high-use business 
customers in a few centres. 

Swisscom owns one of the 
world's most modem digital 
telephone networks and it is 
one of the world's most effi- 
cient operators in terms of 
productivity ratios. But its 
technology is a temporary 
advantage in the face of 
financially strong competi- 
tors. such as British Tele- 


communications and Deut- 
sche Telekom, which are 
determined to win market 
share by cutting prices. 

One of Mr Reis's first tasks 
has been to overhaul Swis- 
scom's pricing strategy, 
Instead of cutting tariffs 
across the board, he is differ- 
entiating prices and even 
quality of services. He 
intends to move up the value 
chain by bombarding the 
market with services. “What 
business wants is solutions. 
This is what we are focusing 
on.” says Mr Reis. 

One example is a pilot 
project In Bern, which 
allows a driver to check via 
mobile phone the availabil- 
ity of parking in a car park. 

Mr Reis believes that Swis- 
scom can win back custom- 
ers in areas such as data ser- 
vices. not because it is less 
expensive than its competi- 
tors but because customers 
have discovered that service 
level goes with price. IT there 
are "mission-critical applica- 
tions" where a whole busi- 
ness depends on telecommu- 
nications, customers will be 
willing to pay a proper price, 
be argues. 

it is early days but Mr Reis 
appears to be making an 
impact on a company tradi- 
tionally renowned for its 
engineering prowess rather 
than its commercial skills. 
“The problems when a com- 
pany changes direction are 
the same In IBM as in Swis- 
scom.” says Mr Reis. 

Mr Reis, who Joined as 
Swisscom’s marketing chief 
in January 1997, has reshuf- 
fled his management team 
since his appointment as 
chief executive last January. 
Only two members of Swis- 
scom’s nine-strong top man- 
agement remain from the 
days of the old Swiss PIT. 

The 17 regional manage- 
ments have been cut to four, 
and services where Swis- 
scom does not have a core 
competence are being out- 
sourced. The organisation 
has been renamed Swisscom 
and its new corporate iden- 
tity has been translated on 
to 13.000 public telephone 
cabins, 7.000 vehicles, and 
350 buildings. 




Tony Reis: optimistic about Swisscom’s abitity to compete 


Swisscom is never going to 
sell itself to international 
investors as a growth stock. 
Nevertheless, it will have to 
continue growing to offset 
the impact on its SFriObn 
($6.7bn) a year revenues of 
lower prices and loss of mar- 
ket share. An important part 
of its growth strategy is its 
policy of “home market 
extension" into neighbour- 
ing regions whose combined 
population far exceeds Swit- 
zerland's 7m. It has started 
competing with Deutsche 
Telekom in the state of 
Baden-Wurttemberg in Ger- 
many. joined forces with 
Strasbourg's local electricity 
company to enter France's 
Alsace region, and will soon 
move into northern Italy. 

Such moves are designed 
to carve a future for a medi- 
um-sized telecommunica- 
tions company in an indus- 
try of emerging supra- 
national carriers. But Mr 
Reis still needs to make sure 
that Swisscom backs a win- 
ner in the growing horse- 
trading over strategic inter- 
national telecommunications 


alliances. For the moment 
Swisscom’s main thrust is 
via Unisource, along with 
Swede n's Telia, and the 
Dutch PTT. which works in 
partnership with AT&T. But 
it has proved to be a rather 
shaky alliance in terms of its 
shareholders. 

Nevertheless. Mr Reis Is 
upbeat about Swisscom’s 
ability to compete alongside 
the barfing companies in the 
industry. He sees greater dif- 
ferentiation between those 
who provide the network 
infrastructure versos those 
who provide the products 
and services that run on 
those infrastructures or 
highways. “You do not have 
to be the owner of a highway 
to be a very successful trans- 
portation company.’’ he says. 

The second reason for his 
optimism is that the global 
telecommunications market 
is becoming more complex. 
The name of the game will 
be managing complexity for 
customers. "It is not a ques- 
tion of size but a question of 
knowhow and trust." says 
Mr Reis. 


Seiler 
leaves UBS 
before merger 
with SBC 

Urs Seiler, 49, one of Union 
Bank of Switzerland's most 
senior executives, is quitting 
ahead of UBS’s merger with 
Swiss Bank Corporation, its 
smaller rival. 

Seiler, responsible tor 
country risk management, 
project finance and trade 
finance at UBS. had been 
offered the job of chairman of 
the emerging market activities 
in Europe, Africa and the 
Middle East, of Warburg Dillon 
Read, the investment banking 
arm of the enlarged UBS. 
However, he turned the post 
down because of "differences 
over the business approach" 
tn his new area of 
responsibility. 

The departure of Seiler, who 
has been with UBS tor 14 
years, is the latest sign of the 
growing dissatisfaction among 
UBS veterans at the way most 
of the top positions in the 
enlarged group are being 
reserved for SBC executives. 


• Andrew Feldman is joining 
Rabobank International as 
head of Investment banking 
for the Americas, based in 
New York. He is moving from 
Chase Manhattan, where he 
was head of derivatives 
marketing in the Americas. 
Feldman will also be head of 
sales for fixed Income aid 
derivatives. 

• NIKKO SECURITIES 
GLOBAL HOLDINGS has 
made two new appointments 
in its group risk division. Carol 
Alexander is . joining as a 
director to head the market 
modelling group. Until 
recently, she was a lecturer at 
the University of Sussex and 
was academic director of 
Algorithmica. Bemad Pah is 
Joining as a director to set up 
a credit modefling group In 
the group risk revision. Peh is 
transferring from Nftdco Asia in 
Hong Kong. 

• SALOMON SMITH 
BARNEY has appointed 
Kazue Kanamori 
vice-president In fixed income 


Anton Affentranger, 42, head 
of commercial banking and 
another member of UBS's 
enlarged executive board, has 
joined Lomb a rd CkBer, and 
U Irish Grate, head of - 
resources at UBS. has also 
quit 

Lost week Gerhard Heinrich, 
46, UBS's most senior banker 
in Germany, defected to 
Credit Suisse First Boston, 
and Jim McCaughan. chief 
executive of UBS Asset 
Management in the US, has 
joined Oppenheimer Capital, a 
unit of P1MCO Advisers, as 
president. 

WiBiam Halt. Zurich 

Politzer joins 
ING Barings 

1NG Barings, the Investment 
bank owned by ING, has 
appointed Gabriel PoKtzer 
managing director and deputy 
regional head of emerging 
markets and high yield debt 
and derivatives tor the 
Americas. 

I Politzer. 38, is joining ING 

I Barings from Union Bank of 
Switzerland, which is merging 

I with Swiss Bank Corporation. 
Based In New York, he was 

Moving 

sales where she will be 
responsible for covering 
Japanese Institutions in 
Europe. Kanamori joins the 
fern from Merrill Lynch. 

• Stephen Lui has been 
appointed director and 
vtee-preskJerrt-CfwnasACorea, 
SMITH KUNE BEECHAM 
INTERNATIONAL Lui has held 
many positions In the 
pharmaceutical Industry. In 
1996 Lui founded his own 
consultancy tor developing 
non-competitive opportunities 
In Greater China, while t at the 
same time he continued his . 
Involvement with Zeneca 
China as non-executive 
vice-chairman. He Is currently 
the chief representative of the 
China Britain Trade Group for 
Southern China and is - 
vice-chairman of the British 
Chamber of Commerce in 
Hong Kong and chairman of 
its China Committee. 

• MONSANTO has recently 
announced that Bernard 
Auxenfans, currently executive 
vice-president &id general 


managing director and deputy 
head of global emerging 
markets at UBS, focusing 
particularly on local markets to 
Latin America 

At ING Barings Politzer wtll 
lead the Investment bank’s 
local markets and structured 
products business In the 
Americas region. He wBI be 
based to New York and will 
report to Jogs Berenguer, 
global co-head of the 
emerging markets and high 
yiefcf defat and derivatives 
division, 

"ING Barings has a long 
tradition of leadership in Latin 
American debt markets, and 
we are delighted that Gabriel 
is joining us to help build on 
our successes in the region " 
said Berenguer. 

WiBiam Lewis 

Turner appoints 
fund directors 

Ted Turner, billionaire founder 
of CNN, environmentalist and 
spouse of Jane Fonda, the 
actress, has named the board 
of directors who will help him 
carry out his well-publicised 
pledge to give SI bn to the 
United Nations. 

places 

manager of the agricultural 
sector, will assume additional 
responstbl BtJes as chief 
operations officer, Monsanto 
Ag Sector, and co-president, 
Europe/Africa World Area, 
Monsanto. 

• ANDERSEN CONSULTING 
has promoted Wiliam Green 

to global managing partner tor 
te newly-formed resources 
market unit 

• Niels Conradsen, 39, has 
been appointed group sales 
and marketing director of 
REGUS, Europe's largest 
operator of frilly serviced 
business centres. He was 
formerly head of sales for TNT 
Worldwide. 

• IOMEGA CORPORATION 
has announced the 
appointment of Jim Taylor as 
executive vice-president 
global sales and marketing 
and William Hake as 
vIoe-prBSident, Worldwide 
OEM sales. Taylor was 
corporate senior 
vice-president and president 
marketing services at Gateway 


Tomorrow the body he has 
set up to give the money 

away - the United Nations 
Foundation - w ill announce 
where the first grants will go. 

The board wkf be headed 
by Turner, who turns 6Q this 
year. It also comprises Ruth 
Cardoso, Brazil's First Lady 
and a noted academic; Emma 
Rothschild. London-bom 
economic historian and fellow 
of King's College, Cambridge; 
Maurice Strong, 
secretary -genera) of the 1892 
Earth Summit and 
long-standing Canadian 
government official now active 
in business; Timothy Wirth, a 
former US senator from 
Colorado and US 
under-secratary of state for 
global affairs from 1993-97; 
Andrew Young, former top 
aide to Martin Luther King, 
President Jimmy Carter's 
ambassador to the UN and 
two-term mayor of Atlanta: 
and Mohammad Yunus, 
founder of Bangladesh’s 
Grameen microfinance 
Initiative. 

Wirth will manage the 
operations of the foundation, 
which will have offices in 
Washington and New York. 
Stephen Fkller 


2000, Hake joins Iomega from 
Seagate Sales and 
Technology Corporation. 

• HARLEY-DAV1DSON has 
appointed John Russell 
vice-president and managing 
director tor Europe. Russell, a 
former director of Rover 
Group, will have responsibility 
for all of the company’s 
business activity in Europe, 
the Middle East and Africa, to 
1996, RusseH resigned from 
the Rover Group to lead a 
team of Warwick University 
consultants on a turn round 
project for India's largest 
textile mW. 

• Barbara Button has been 
named head of a new 
privatization business 
development group formed by 
Swiss Re New Markets 
Corporation. Button is a 
Dallas-based director of Swiss 
Re New Markets and chief 
executive of the Facility 
Insurance Corporation, a 
recently privatised workers 
compensation insurance 
facility based in Austin, Texas. 
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BUSINESS AND THE LAW 

UK firm in landmark 
public securities deal 


Allen & Overy has broken a US stranglehold on 
advising underwriters, says Richard Forster 


After a well-documented 
propaganda war between 
US and UK law firms. 
Allen & Overy has become the 
first UK international law firm to 
complete a public securities deal 
in the US advising n group of US 
underwriters. 

The global Issue of $fionm 6.2 
I»t cent global notes due 2003 by 
Bear Stearns and launched on 
March 21. marks a psychological 
breakthrough in the battle for 
in ten ut tonal securities work. 

Tin* global note issue, which 
was registered with the US Secu- 
rities and Exchange Commission 
rSEC) and listed in London and 
Hong Kong, has broken the 
mould for UK firms. 

Jeffrey Golden, head of the US 
law group at Allen & Overy. said; 
"The underwriters, arc properly 
cJianicterisini! the bear Steams 
mites as 'global'. One jurisdiction 
did not have ;t monopoly on all 
tiie relevant Issues. 

■'Tin* fact that wo could cover 
US, English and Hong Kong law 
advice under one roor proved to 
a tremendous advantage. 

’•When accessing the global 
capital markets, clients will 
umierstanrinbl.v he nervous if 
they sw a law firm that feels 
duty bound to wave a 
home country flag to 
protect its patch. ” he said. 


US lawyers have been success- 
ful in the past in keeping the 
English firms out of their market 
by talking up the need for experi- 
ence in handling the SEC. by 
arousing fear over relying on a 
UK firm's opinion in case of liti- 
gation by US investors, and by- 
pointing to the lack of in-depth 
US tax and disclosure experience 
among UK firms. 

Indeed. UK international law 
firms report that US lawyers are 
still trotting out these arguments 
to US banks. 

A recent surrey by interna- 
tional Financial Low Review of 

The issue was done 
off the bank’s US 
domestic shelf 
programme 


advisers cm international bonds 
confirmed that UK firms had still 
not done US public deals for their 
underwriter clients despite four 
to six years' investment in US 
securities capability (see 
table). 

So docs ihe Allen & Overy deal 
represent a landmark in 
global legal services? 


The UK firm advised bookrun- 
ner Bear Steams and a who's 
who of US banks including Leh- 
man Brothers. Morgan Stanley, 
Chase Manhattan. Salomon 
Brothers and Citibank. 

Bear Steam’s regular US coun- 
sel. Kramer Levin Naftalis Nes- 
sen Kamin & Frankel, lacked the 
global reach for the debut inter- 
national issue by the US bank 
and would have needed to work 
in tandem with international 
counsel. So the banks sought a 
single rirm as outside 
counsel. 

The Tact that they turned to a 
UK Jaw firm rather than US 
counsel should not be under- 
played - due diligence had to be 
done on the US parent to SEC 
s Lind arris and 65 per cent of the 
issue was placed in the 
US. 

On previous Yankee and global 
deals lead managed by the bank. 
New York heavyweights Simpson 
Thacker & Bartlett and Cravath 
Swaine & Moore had been coun- 
sel tn Bear Steams. 

The issue was done oft the 
bank's US domestic sheir pro- 
gramme. Allen & Overy’ having 
advised on the setting up of Bear 
Steams' Euro Medium Term Note 
programme. 

"It is part of a trend, because a 
number of issuers have US pro- 
grammes and Euro programmes 
and it does not make sense hav- 
ing the cost of two if you can 



Soimd advice toe UK leads tbs way 
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have a single programme," said 
Andrew Ballheimer. the capital 
markets partner with Allen & 
Overy in New York who led the 
firm's team on the Bear Stearns 
deal. 

The cheats have the choice of 
having two firms - the US firm 
for the US aspects and an English 
firm for the English aspects - or 
of coming to us who can handle 
both aspects. 

"People recognise that our US 
team is of high quality and at 
least as good as the people at the 
principal US firms." he said. 

Having hired 40 US-qualified 
lawyers in four years based in 
New York. London. Milan and 
Hong Kong, Allen & Overy has 
overcome the objections of US cli- 
ents to accepting the legal opin- 
ion of a non-US law firm for pub- 
lic deals. 

This opinion, known as the 
10b£ opinion in reference to the 
federal anti -fraud rule of the 1934 
Exchange Act, is assurance by 
the lawyers that there Is nothing 
that has come to their attention 
which is misleading about the 
information disclosed to inves- 


tors, or, for that matter, 
information omitted by the 
Issuer. 

Fear of US investor litigation 
means that market practice on 
disclosure differs little whether 
the deal is public (SEC regis- 
tered) or private (done under 
Rnie 144A;. But until now US 
lawyers at UK firms had been 
restricted to representing 


‘Our US team is at 
least as good as the 
people at the 
principal US firms’ 


underwriters on private Role 
144 A deals sold to US 
pension funds and insurance 
companies. 

"The only issue is if the iob-5 
opinion is acceptable to the cli- 
ent. and if it is acceptable on the 
Role 144 A deal how can it not be 
on the registered deals? The true 
significance of this deal 


is that the artificial barrier 
has come down.” said Mr 
Ballheimer. 

As well as US and English 
opinions, the firm also provided 
the underwriters with advice on 
the Hoqg Kong listing. The trans- 
action opens up the possibility 
for more global bond deals for 
UK firms, particularly for US 
issuers wishing to combine US 
domestic offerings with interna- 
tional placements. For that rea- 
son it must be seen as 
a landmark in global legal 
sendees. 

It remains a big step for a UK 
firm to act as sole underwriters' 
counsel on the headline flota- 
tions or privatisations that have 
significant p lacings of securities 
in the US public market, but 
Allen & Overy is understandably 
bullish. 

"Our vision of an integrated, 
high quality, global legal service 
has been recognised and is 
required by the market" said Mr 
Ballheimer, 

The author is the editor of Inter- 
national Financial Unv Review. 


Double 



European 

court 


The double tax.ii inn convention 
between Germany and France 
was not contrary to Treaty of 
Runic rules on equal treatment 
and free movement of workers, 
the European Court of Justice 
ruled last week. 

Hie case .imse out of an appli- 
cation by Mr and Mre Gilly in ihe 
Strasbourg Administrative Court 
challenging the amount of tax 
Mrs Gilly had been charged bv 
the French authorities. 

The Gilly s lived in France, near 
tho German border. Mr Gilly, a 


taxation convention in line with treaty 


French nationaL taught in a state 
school in France. Mrs Gilly. a 
German national who had also 
acquired French nationality by 
marriage, taught in a state school 
in the frontier area of Germany. 

France and Germany had 
signed a convention to avoid dou- 
ble taxation. It was applied to 
Mrs Gilly to calculate the tax 
credit to be set-off in France 
against the tax she paid in Ger- 
many. 

The Gillys argued that the 
application of the convention had 
resulted in unjustified, discrin i- 
naturv and excessive taxation, 
incompatible with the treaty. The 
Strasbourg court referred the 
matter to Luxembourg. 

The European Court ruled first 
that although the abolition of 


double taxation within the Euro- 
pean Union Wha among the trea- 
ty's objectives, it did not confer 
on individuals any rights which 
they could rely on hefore their 
national courts. 

The Court then considered 
whether the atv's free move- 
ment of wor. s provisions pre- 
cluded the ar plication of mea- 
sures such as those in the 
convention. 

Those provisions stipulated 
that the tax regime applicable to 
frontier workers differed depend- 
ing whether they worked in the 
private or public sectors. 

Where they worked in the pub- 
lic sector it also depended on 
whether they had only the 
nationality of the state employ- 
ing them. The regime for teach- 


ers also differed depending 
whether their residence in the 
state they were teaching in was. 
short or not. 

The Court said the issues 
raised by the GiUys fell within 
the scope of the treaty rules on 
free movement of workers. It 
noted there was not yet a har- 
monising measure for the elimi- 
nation of double taxation at the 
EU level. 

Member states therefore 
remained competent to determine 
the criteria for taxation on 
income and wealth with a view to 
eliminating double taxation. 

The convention's nationality 
criterion could not be discrimina- 
tion under the treaty, as it flowed 
from the contracting parties* 
competence to define the criteria 


for allocating their taxation pow- 
ers as between themselves with a 
view to eliminating double taxa- 
tion. 

Nor was it unreasonable for 
member states to base bilateral 
agreements on internationally 
accepted practices and principles, 
such as the paying state rule. 

Under that rule, remuneration 
paid to a person having the 
nationality of the other state 
withe- ut also being a national or 
the first state, is taxable in the 
taxpayer’s state of residence. 

Therefore the free movement of 
workers' rules did not preclude 
the application of provisions such 
as those in the convention. 

The Court considered the Gil- 
lys’ submission that the tax 
credit mechanism penalised 


those who exercised their free- 
dom of movement in that it 
allowed an element or double tax- 
ation to remain. It said the object 
of the convention was simply to 
prevent the same Income from 
being taxed in each of two states, 
not tn ensure the tax to which 
the taxpayer was subjected in 
one state was ho higher than that 
which they would have been sub- 
jected to in the other. The treaty 
did not therefore preclude the 
application of a tax credit mecha- 
nism, such as that in issue. 

C-336f9& Gilly v Directeur des Ser- 
vices Pisano: du Bos-Rftin, ECf 
FC May 12 1908. 

BRICK COURT CHAMBERS, 
BRUSSELS 



LEGAL BRIEFS 


White & Case trio 
join New York 
office of Linkiaters 

Truman Bidwefi, Marianne 
Rosenberg and Robert Smith, 
former partners of White & Case, 
the US international law firm, have 
joined the New York office of 
Linkiaters, the UK interna (jonai tew 
firm. The three US lawyers, who 
joined Linkiaters last week, are 
recognised worldwide as one of 
the strongest US-based asset 
finance teams. Linkiatgre' current 
US practice worldwide comprises 
nearly 40 securities and tax 
lawyers, 17 of whom are based in 
New York. 

Tax head named 

Reg Nock, a former barrister and 
tax lawyer with Detoitte & Touche, 
the accountants, has been 
appointed head of tax in the 
London office of Everaheds. the 
national law firm. Mr Node wffl 
concentrate on business 
development within the tax sphere 



Reg Nock: stamp duty specialist 


as wen as continuing to offer his 
specialist expertise in stamp duty. 
His arrival takes Evsrsheds' 
corporate tax group in London to 
10 lawyers. 

Taiwan expansion 

Baker & McKenzie, the world's 
largest law firm, is opening a 
second office in Taiwan. Based to 
Hsin Chu, 90 miles south of Taipei, 
the new office is designed to take 
advantage of the rapid growth of 
Computer and com put er- 
rateted industries in Hsin Chu’s 
industrial park. The Han Chu office 
is the firm's 59th office around the 

globe and its 12th in the 
Asia-Pacific region. The new office 
wifi be fully integrated with the 
firm’s Taipei office, opened in 
1977, and the combined operation 
Win consist of 45 lawyers. 
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We're from Pittsburgh. A city that made its reputation by producing the steel with which skyscrapers, railways 
and businesses were built Steel that was strong. Dependable. And made to last 

Hype didn't count There was simply too much at stake. 

Today, businesses are built on computer and communications networks. Networks that link multinational 
corporations. That run crltial software applications. That can make the difference between being a leader and 
being an also-ran. Or worse. 

All of which explains why more than 4000 companies around the world use networks from FORE Systems. 

A FORE Systems network isn't made from hype, or vapourware,or future promises.lt simply works. 

; It can haridle anything your company throws at it, without going down. Now, and into the future. 

It lets your organisation do more, do it fester, and do it better. 


have to rip outandfeplaceevery few' yean 
But then, what would you expect from a company from Pittsburgh? 


FORE 

SYSTEMS. 


w 


w w.f o r e. ; . com 


+ + 800 . 463. 65220 


Networks of Steel! 
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BUSINESSES FOR SALE 


BUSINESS OPPORTUNITIES 

IgAD^JUgTaOOMIBieePTOMgKAPPIlOWiWEHWMWIOWALMWCEBgOlieUtlLWIUiiroCOIMmilillTa 


Selling vour Business? 


Wb have tire itills nd expariaace to acUaW A* ban pic* for your 
taf&ast ud ((nffl* (be deal to aeUave nwinm tax tffltfeecf. 
If yoe an caiaidarisg a nU uA year (non axcaada £lnw 
we wavU libs to tilk to jaa. 

(far (tagac ere breert tagely cm reraUc. n job life Unto to lose. 
tor a confident!*] dbcaatm widwtt eonaAont pkaM enu 
<hrj Matey or LHM Bteckttaaa fC 


f >lac 'kslouc 
1 ranks 
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Iircd of bitting through 
ijiismesr. plans? 


Reduced risk - vcr pobiun 

aemaedknenDBaroppamUn 

71m* MWd - tiotfed. djeedre 
npenjof atari you (pnateae 

FfaxftriBty Achoica-prqfccain 
■0 tadHtrio. Imra alone cr wSb 
when. Gala i d u tt t o nfa i p . 

Experience, we've bees firitiag 
I rr w mn A »nrrrr»rT»imn f g r 20 jt» 

FsrafiMftUral 018*5 7844H 


LISTED SHELL COMPANY 

3.28m Cash Available 

Seeks Private Company with profits 
of circa £im+ for Reverse Takeover 
Full Board control available 

Write to: Box BSO60. Jin racial Times. 

One Soudiwixk Bridge, London SB1 8BL 


VOCALEX PLC 

public offer ratting £50QK 
for v«ce recognition busmen. 
Tel: 0161 228 6791 

BOO Soy tt y ad b» 
torts* arOrereof Acre 
*WUM»cre«wt 



Investment Opportunity 
with Option for 
Nan-Execnth'e Rote: 
dedroaic publishing 

<rf retire tofera rehu tacgtied 
■OMnDtahhaHcn 
Oppgnahy n hwa«£1« la n 


■ crere of kmalve canon fcr 


p u i w redpcScre Oiiuviii |.|lT**r 
n c fam nifatemt 
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■ m _ Extensive UK customer base 

■ « ISO 9001 accreditation 
m Based in Watertooville, Hampshire. 

For full details, contact: Mike Rollings at Ernst St Young , , Wessex House , 
ISThreefield Lane, Southampton 5074300 Telephone : 01703 230230 

EH Ernst &Younc 


Parkelder Limited 

(in administrative receivership] 

The Joint Administrative Receivers, M D Rollings and A Lovett. offer Am - safe, 
on 8 going concern basis, the business end assets of the above company. 

Manufacturers and dstrtoutors of tiling tools and accessories (under the 
7/feasy trademark), ceramic tSa products and ceramic tSe transfers 

Turnover of £122 minion ' 

Long leasehold of a new high tech factory and offices of approximately 
22,054 sq. ft 


TtrUmaJ, 
7V 




Channel ISLANDS St WORLDWIDE 
OfFSiOgtCCMWn FORMATIONS 

SAumsmoioN. 

FuuSeionas 

For See tatemdon rennet 
CXOY TRUST LIMITED 
fneouMDnUVbu, 
SiHdi re ferny JE2 (IE 
Tkfc (01534)678774 Fax 10153036401 


Real ttac 


Europe 

xn. 


penientoiyGenB 

Holl«id.U.K.C> 
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OMfMknkMlp. 
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R3 ETIREP CHAIRMAN/ 
CHIEF EXECUTIVE 
of lifter! PLC. mature energetic 
stable, seeks challenging pan time 
pomtioc of rrepoufoility. Fund* can 
beohmined In saasMe coses. 

Derrick Cowan 

2 St Stephens Close, 20 Avenue 
Road. London NW8 6DB 


GOLDEN OPPORTUNITY 


For private Investors to 
partake In potentially lucrative 
medWentertalmnenl projects. 

Principals onty. 

on cm J71 >174 


Man UmdanKIM. 


PROJECT AM) COtiMBKML 
fcreflng wmMbia m IK and MamSenri 
dtBrtf, Ando American OoqpRc. 

TA 01 82* 201 36Q or Fax 01 824 201 877 

secuanv PHOOUCTS HMXET Bur- 
in laam with auba t an ga l bowing sack 
tcqUsMom far the security products 
market Cal 0113 230 043 hi strictest 


MuragprnrntBoy-Oitt 
What fa yoarco siqj an y worth? j 
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. tofire.Mte+'VKC 
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BUSINESSES FOR SALE 


HUMIfI RTS Ll.lSURI 


Devon 

Famous visitor attraction 

■ Established busmen with income from: 

* Gace/ricic charges 

■ Food and beverage sales 

* Functions and events 

* Me rchandisi ng 

1 Development potential, subject to planning: 

* Retailing p ;n >it 

* Holiday/Hotel/Conference a ccomm odation 

About 62 acres 

For sale or to let 

Flexible terms available 
12 BOLTON STREET MAYFAIR LONDON W1Y 7FA 
TEL: 0171 629 6700 FAX: 0171 409 0475 


Far gala 

EucmniAtaUMU Dunoonas 
araMHa hr aWri^i mu (Xaa «Hta 
if nHw—cby a—i 
CamWTvOCU 


BWUMHe 

Far finhir Mtf wWto BSS4J. 
Fliu*U7isa.OmSaea*KtB*et. 
tendon SE/ 9HL 


Oq Ifw jT fytm rtinmn nfPhilip T a lg yi d MK h” 1 * ! nlrlVwm Tniwr AAnrniXta lwa 

Students’ Bookshoto Limited 
(In Adnnnistratioa) • 

A Unique Opportunity to Acquire a Group of Academic and General 
Bookshops Located on Universtty Campuses and in Town Centres 

Omu are invited for THE Whole or Sdbstantial Groufings of state of fiie ait and My 
equipped (with IT facilities) bookshops. All properties are held on lease and are situated at 

• Aboyatwyrh • Hatfield • Leeds « StaSbrd 

■ Abagre • Hertford • Hertford • St oc k to n ■ 

■ Coventry • Koete • 8t Albert* (Centre) • Stoke (Rad nation) 

■ Edge Wll (OnraidA) . • Lampeter (Centre) • Scarborough • Swansea 

• Exeter • Laocuter • Southampton ■ Watford 

Combined armnal turnover approx £7m. Dedicated and specialist staff. 

All wyj niri« and nfrjrn»tf«f fnr Tnformflti nn M B l tlQ r 1 w| 4 » tm *»■ 

Philip Ltxig or Paul Ashworth 

' Pazmefl KerrFarsto, Sovereign Bouse, ... ' 

Queen Street, Manchester M2 5HR 
Tdqfiwne: 0161 832 5481 Fax: 0161 832 6307 


w 


Authorised by the Instttuts qf Chartered Accountants in 
England and Wales to carry an Investment business 


R\NNELL 

KERR 

FORSTER 
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SuRVEYWi Valuers* Ac3a4i5 

Public Notice 

Sale of 24 Residential 
M orns for thr Elderly 
A s GkiwG Concerns 

At its T * > *T t F n g on 26 February, the County CauncO ratified a 
demswo.by its Soda! Services Committee; to (Ax for sale as. 
going 24 residential hwiw fix the elderly. Tin homes 

ae anded in east, mid and west Kent pnd emnody provide a 
totd of 910 bed spaces. In addition, 20 of the homes provide day 
services on site. 

The homes wiH be offered for sale is lots. While bids for sin gle 
homes will be c o nside red, preference wfll bis given to those 
parties, seeking to acqnJre bonus hi the Specified lots. 

Included in any transfer wiH be those residents in occupttion at 
the Hw of camptodoa, together with the benefit rf their cam 
i oi> nm -t« the c t uicot level of day care poovisioo. staff who will 
transfer trader TUre, fixed etprqanent, al! furniture and finings 
and stock at the time of completion. 

The County Council p r o p ose s transferring the homes through a 
two stage tendering process. At the fist stage, interested perries 
will be invited to regista their interest in tbe bomea. Suitably 
qualified applicants will be Qrerffiwed and . invited to 
formally tender far (he parehasc of the homes. 

‘ Interested parties are Invited to apply to 

Christie & Co, Healthcare Dfvfakm 

50 VidOTia Street, Loudon 5W1H 0NW. 

1W 0171 227 0700 Fax 0171 227 0701 
by Jbesday 23 Jane 1998 
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mi* Ki ( ki i imi:\ 1 CO. 


Lani euaHahedbufldtag trade ifeacy with respected lepratfoa. 

• £L2m t/o wtiti 23% GJ*. 

• £300.000 no: profit 

• OrearerLoodco 

• Highly ash pawathre 

Write (frfadpih ootj) to Box B5S70, Fi nan c ia l Titnea, 

One Swdnrer* Bridge. Louden SEl 9HL 
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SELLING YOUR BUSINESS? 

THEN SEE YOUR BROKER 
When you «cfl shwr* you contaa yow Stocttrahar. 

When you Mil joar bunneM earns BUMFMCIFIC ITD, Ae Butinas Broken. 

Our ‘No Deal No Fm‘ policy me*ni you really have nodnaj to taae. 
Chnau *o Mmuffas Onaar NOW In araptecorSidtnoe ® 

EURO-PACIFIC LTD ^ 

WUlo WiMum. MUdrehMS.su 3BU 
■M:81MS«2aSM 


UK PORT FAClLfTY - INVESTMENT OPPORTUNnY 

• Ovmaiship and operation of a modem, wbB equipped port 

• FadWes and services include 3 Ro-Ro berths, provision of 
harbour services, stevedoring, and other port services 

AH enquiries to: Svenska Handelsbanken 
Fax:0171-5788009 
Svenska Handslsbanken AS (puW) is regirfatad by #ie 


CLOTHING IMPORTER 
& DISTRIBUTOR 

OM&UMihad. Mainly M — aa t T/O 
E9M. PnfUUa. Own Brand Products. 
MscaftSfe. R atre man t Sal*. 
a obUrt M Wen Bacpiiad. 

PtmmaffjtykK 
Jada e ac a dBa a UadMd 
ActcHoun 
IMS WDtan Rond 
London NW13BI 
1M: 0171 M 2836 
FBC0T71 880 4000 


PWJT COMPANY FOR SA 1 £ j 

SPfonmta w DW»i Imagng 
ahd Raw cw DawNO 
Piofltobis nvney year drten 1986 
tfa 96/07 -AS67K Nnt prortf SI 35K 

wensmoK 

VMtn In son BW, TMoncW Hum. 
Onn Southwark Mclgn. 
LoncfanSEl 9HL 



CHESHAM. 

BECAUSE YOU ONLY SELL 
YOUR BUSINESS ONCE. 

And yon want the right buyer. With 
confidential briefs from more than 2000 
PLCs, foreign multinationals and venture 
capitalists who are looking to buy successful, 
private companies worth between £1 million' 
and £50 million, we ought to be able to help. 

So if you’re thinking of selling your 
business and would like a service which 
enhances the price and minimises the. cost to 
you, contact our Managing Director to 
arrange a confidential discussion. 

CHESHAM 
AMALGAMATIONS 

The firstname in merger broking 

Cbesham House, 2 Bestinck Streep London W1M 5RN. 

‘IUephooe: 0171-935 2748. 



Officii- at: London Birmingham ■ firm, roi • Edinburgh 
E xtrrp. Glasgow ■ Ipswich lteds Manchester 
MU TON KlvNES NCWCASTtE NOTTINGHAM WfNCHCSTfR 


C HK1S ril.c'v CL’ 


. Surveyors. Valuers & Agents 


London 


Substantial and Long Estabushed 

Central London Hospital 

• Acute medical and suigkal cases. 

• IVF fertility centre. 

• MRI and imaging department. 

• Out patient services including physiotherapy. 

• Revenue £5 million per annum. 

Substantial offers invusj freehold 

Contaa ’ 

Craig WooHam ’ David Beednm 

01962 833012 0171 227 0700 

maosamw 


Oi -etets at: London Birmingham - Bristol • Edinburgh 

Exeter Glasgow • Ipswich Leeds • Manchester 
Milton Keynes - Newcastle • Nottingham • Winchester 


KTi 


I Coopers 
&Lybrand 


BUILDERS AND 
DEVELOPERS 


Cretabank 5R-, 


ANNOUNCEMENT 

OF SALE BY INTERNATIONAL PUBLIC TENDER OF 
“CRETABANK - THE BANK OF CRETE S.A.” 

A Bank Registered and Operating in Greece 

In accord a nce with the requirements of: 

1. Article 8 af Law 2330/1995 ’Arrangements for the Restructuring of the Bank of Crete S.A.' 
{Government Gazette 172A*); and 

2. UoIrrtDedsfon of tha Minister erf National Economy and Finance, and the Governor of the Bank of 
Greece, No. 61<VB.3ie/24.2.98(G.G. 1888/4^.98) 

we announce the sale, by inte rnatio nal public tender, of tha Bank of Crate (‘'Cretabank'X 
according to tha foUcmtng procedures, criteria and terms. 

The object of sale is 97% of the total number of common voting shares and 100% of the 
non'voting preference shares of the Bank of Greta SA, to be sold as a single block. 

Cretabank was founded on 1.1.96 and has a netwoik of 87 branches throughout Greece, connected by 
an On<Une-fteai-TTme system,, and 1.4% employees, of which 183 me Officers of the Bank (Area 
Dtrectors, Managers and Assistait Managers of the br an ches and dMatons). Tha BarKa Balance Sheet 
at 31.12.97 showed assets erf GRD 40&8 btton, loans and advanoss of GRD 199.6 bflon and deposit s 
of GRD 341.7 Ml km. Cretabank'8 subskfiary com pan ies are mainly active in the area of insurance, 
securities and mutual funds. 

For the Intended sale there win be no reserve price. The offered price shaS be paid in a single cash 
payment within one month of the finalisation of the auction, or in instalments over a maximum of (our 
(4) years, wfth an initial down payment of no leas than 30% of tire final price. 77w down payment musf 
be paid within one month of the finalisation of the auction. 

Initial bids including a& necessary documentation must be submitted at tha latest by 14.-00 tvs on 
Monday. June 29, 1998. The bids wtt be su b rnfUB d by hand at the offices of the Under Liquidation Old 
Bank of Crete (Law 2330/95)*, 20 Voukourestiou Street, 3rd Floor, Athens 10871, Greece 
(W +301 3641240 Fax +301 3642162) between 0940 and 14® hrs. Monday to Friday, The sealed bids 
wB be received, wfth receipt adernfadgad. orty by Messrs. Vssfeios aantooitte or loarmfa KoktaBos. 
Bids received by the authorised persons, ki any other way later than 142)0 hrs on June 29, 1998, 
inctudkig those dspatched on an Barter date, wW not be consfderad. 

The UK baaed investment bank CHARTERHOUSE BANK LIMITED and CCF FINELY S.A., a 
subsidiary of the French Investment bank Qredt Commensal de France SA, have been appointed to 
act as )olra advisors to the vendors on the sale of Cretabank. 

To obtain tha fun text of the announcement, and any further information, please contact: 


Rauf Balnea 

Charterhouse Bank United 
1, Paternoster Row, St Patti's 
London EC4M7CH 
Tel +44171 248 4000 
Fax +44 171 2481998 


tones* Lag/ae 
CCF Finely SA 
103.aK.des Champs-Bysees 
745008 Paris 
Tei 433 1 40 70 2710 
Fax *33 1 40 70 7075 


JuSaKarga 
Bank of Crete SA 

22. Voukourestiou SL 
Athens 10671 
Tel 430 1 364 4809 
Fax *30 1364 4332 


This advertisement has been issued by the Liquidator of the Under Liquidation Old Bank of Crete 
(Law 2330/1935). who is tin person responsible for the information contained tn it Charterhouse 
Bank United, which Is regulated h the United Kingdom by the Securities and Futures Authority, has 
approved this advertisement far the purpose of Section 57 of the finance Services Act 1S86 for 
issue In the (fatted Kingdom. 

Athens, May 14 1998 
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North Somerset 

Wdli about 3 into. B«h atari 9 mto, 
Bri*Mj*oct Unrifcs, 

USh Cretory farmer prkry far the 
centre of i boat 




0*nen’ cotnsc. Mamcerli Itat 
Prime or park nd gudwv 
AAonr Kan acre 
Fernlc w a going concern 
Exeter Hotels, 61392 493161 


LEADING MANUFACTURER 
OF SPECIALIST 
AVIATION COMMUNICATION 
EQUIPMENT 

• i O.it-My P -: ■: 

• S; • ' ’ ' J 


The Joint AdrnWsfitJffw Reoehws, DcvW WWon ond Afisfolr 
Grave, ofler lor sale the business and assets of this builder, 
developer and property investor based in SJote-on-Trant 
Stofibrdsfrfre. 

Wodpol leaiores of the bu lian a fnctedt: 

• 3,840 sq It pnmlsBS fa Redtonds Business OentiR Stoke - 
pofantioi rental income B42K po 

• 35 favesfawnt propertie s - income pofenfiol £141 kpa on 
6 mon*ts Assured Sborthokf Tenancies 

• 4 developments under construction - esti m ate d value on 
compMian cSSOOk 

For farther fatonn uitoa please cortod Richard Owen af 
Coopers & Lybrond, TSmpte Court 35 Bui Street 
Btonlnghon B4 8J7. 

Tel: 0121 268 6000. Fax: 0121 265 5850. 


For Sale 


Recruitment Company 

A consistently profitable recruitment company 
specialising in temponuy nryf peni iM i H i tj ii mmBih 
ranging from industrial to executive positions. 

Prisripol features of the business indode: 

• Turnover £1.6m 

• Profit before tax £3 60k 
■ Highly cash generative 

• Greater London location 

Interested parties (principals only) please write to 
SPatey at 

PanneLl Kar Forster Corporate Finance 
New Garden Hpose 
78 Hatton Garden 

London ECIN8JA Fax: 0171 782 9390 

BVNNELL 

taudKarFoncrii retailed fo to tadngc of Omred K K.R R 

Aorewiw« iiBi<iwd red Wita mere? re taw a a re atiBtoen FCRSTER 
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r GOWUir FOR SALE 

PRORWaE Rxjd Mmhikiuk 
Cqmmnv aoPSMS. 

Basm Wiwv sktv^we Mas 
ofLonoon. 


replyta: 

Beet M673, rto m cUTVn— . 

One SeuSnmk Udge, 
London SE1 9HL j 



EVOTT MANAGEMENT aonputj 
FoafiaLK 

■ wtaraabfahcd.bluEeUpcesna. 

imreenUK-e£12Xum 
MARINE ENGINEESINCrSHir 
REFIT company 
FoaSux 

■ prafilabte ogSHCNMOPMeptaS • 

c£TOUn) 

SOUTffGATE SECURITIES 
0/962 667 999 


By Order of Premier Brands UK Limited Due to Restructuring 

MAJOR SALE BY AUCTION 

OVER 1000 LOTS OF TEA BLENDING, 
PROCESSING & PACKAGING MACHINERY, 
TEA BAG MANUFACTURING LINES, 
WAREHOUSE RACKING, FORKLIFTS, 
WORKSHOPS, OFFICE FURNITURE 
AND EQUIPMENT 

on Thursday 2nd July 1998 
at 10.00 am 

In Lo 2 s at the Works 

PREMIER BEVERAGES, 

CREWE GATES INDUSTRIAL ESTATE, 

WESTON ROAD, CREWE, CHESHIRE, ENGLAND 


‘ ‘.HENRY 
J+J BUTCHER 


56/51 HIGH HOLBORN, LONDON WC1 V6EG.UK 
Tek 444 (0)171 465 5581 Fax: +44 (0)171 242 2809 
email: henry^mtcbenaDCtions$diaI.pipex.com 


Hie Joint Administrators of 

SMTTHF1ELD BARS LIMITED 

OFFERFORSALE 

The lease (expires 2008), goodwill, fixtures and 
fittings and stock of a Restaurant/Wine Bar 
Covers - 1 10 inside and SO outside in a garden 



Turnover Circa £lm 

Contact Paul Davis or David Sapte 

BEGBIES TRAYNOR 

6 Raymond Buildings 

Gray’s Inn 

London WC1R5BP 

1M: (0)171-242-6939 Rut: (0)171-40541350 

e-maO: london ©begfcies-traynotcom 
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Direct Marketing 
Agency for Sale 


A w^estabbriied creative bus^ess faceted in London’s VUBatSntl 
-T ■ Turnover El to- heahhypraas. cash positiw. 

| *' Wide range of marketing cfiscfoflnes. 
y ■ Bue ctip cflenl base, arwwd winnfag team. 

£ For father detefc contact David Brooks or UaaWhybrow at 
| Grant Thornton Caroorate Finance,' Gra^ 

3 MehonStre^ NW1 2EP. 

T«t01717282965C836. 

3 Fax: 0171 3876371. 


Grant Thcmtcai’ 


Ite’A nuHia Awcf'ArtT 


BUSINESS SERVICES 


iSaE»3?at-s'- xsi:.'T 'p'srm-sc?: -w- j-.-Kssssi- 


TO LET WhotesaJe Nunrey, al about S 
acres ipeoaTslnu in Hardy Ngruiy 
Slock. TNc tufewre WMb h t rel tor 10 
yaas Is iteDy odM tor » hcMdu) or 
towiy rertng to uan Ito or Whctesator 
nnrflrifl to axpand. Areomnwdatton 
awaitabto. West Sussex. Bex B5872, 
RrencM Tbnn, One Ssuttrearii Bridge, 
Unton SE1BHL 
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_ Service 

It has never bran easier to advertise on tKe Internet 
Cdl Saturnalia Deatons new for atrafehtforwaid advice onj 
how the Wtarfd WMeWhb can make your buaowra grow. | 

Td: 01615 ig ssssaa guj 


jumafiotm/ba 


, Tte Ha l Ssonjrf meOun a tar» 
rnntencs br sab b be UKJTA £ln*-; 
Nm cowing Emoa it is FREE to fist 
jour corfiav far sBta. May 58 
tnntRjrSdn 
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PLANT HIRE 

DEPOTS FOR SALE 

FLA^TT HIRE BUSINESSES FOft SALE 
Dqxn «» Jbtastone 
aodAbenleen 

BrlWwreito|ifcre tonacc 
J W Btrera, BmOIDi Grwqt U4. 
TH: 01505324451 
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THE ARTS 


SALEROOM AUCTIONS IN NEW YORK 





Mix and match of 
masters pays off 


Antony Thomcroft reports on the big 
Impressionist and Contemporary art sales 


The international art market 
is in fine shape. Last week in 
New York. Christie’s and 
Sotheby's fielded all that the 
fates could throw at them 
and succeeded in selling 
important Impressionist, 
Modern and Contemporary 
art with profitable ease. 

For Christie's, the chal- 
lenge was to persuade collec- 
tors that its new date lines, 
under which Impressionists 
such as Monet and Renoir 
are relegated to the 19th cen- 
tury to sell alongside tradi- 
tional masters like Courbet, 
while Picasso and Matisse 
are considered modern 
enough to be included in a 
20th century sale with War- 
hol and Rothko, made artis- 
tic sense. It succeeded to the 
tune of $61. 3m. well up to its 
most optimistic expecta- 
tions. 

Sotheby's had to contend 
with a New York taxi driv- 
ers’ strike on Wednesday for 
its traditional sale of Impres- 
sionist and Modern art, and 
the last episode of Seinfeld 
on Thursday when it sold 
Contemporary art. It took 
the precaution of broadcast- 
ing the cult TV show in its 
rooms, but in the event the 
audience was riveted enough 
by the paintings. Indeed, the 
Sl7.3m paid for Andy War- 
hol's "Orange Marilyn" was 
the event of the week. 

The fierce bidding by two 
prospective buyers for War- 
hol's silkscreen p aintin g, 
which was expected to make 
around S5m. reminded seme 
observers of the climax of 
the 1980s art boom, when 
investment-crazy collectors 
forced prices to unsustaina- 
ble heights, leading to the 
subsequent collapse. 

At the moment the market 
is strong, with demand far 
the finest works exceeding 
supply, but without the spec- 


ulative frenzy, it is this 
buoyancy in the most profit- 
able sector of the art trade 
which has encouraged Fran- 
cois Pina ult, the French bil- 
lionaire and contemporary 
art collector, to make a bid 
yesterday for Christie’s; a 
bid which the Christie’s 
board favours. 

One great difference thin 
time round is that the new 
collectors are being advised 
by consultants, many of 
whom are former Sotheby's 


The Warhol was a 
sensation at 
$17.3m, but the 
anonymous buyer 
got a bargain 


and Christie’s specialists, 
who know the current value 
of the art and how the auc- 
tion houses weak. The other 
change is the serious atti- 
tude to art of the would-be 
buyers - the earlier specula- 
tive element is absent 

With demand so buoyant 
both Sotheby’s and Chris- 
ties’s rued the fact that there 
were no magnificent estates 
to sell this month. The one 
major collection of offer, 
nine paintings sent for sale 
by Margit and Rolf Wein- 
berg, the Zurich retailers, 
sold for $lL3m, with Cour- 
bet's portrait of Whistler’s 
mistress, Joanna HeSeraan, 
making a record $2J97m. 

Christie's kept reserves 
low on Tuesday, which 
enabled it to find a buyer for 
a Modigliani portrait for 
$4.Sm when its pre-sale high 
estimate had been an ambi- 
tious $8m. An earlier Modi- 
gliani in the auction had 


attracted the stronger bid- 
ding. selling for $5_39m. 

Christie’s must be pleased 
that the innovation of plac- 
ing later 20th century artists 
- Warhol, Rothko, aod Die- 
benkorn - alongside the ear- 
lier masters like Braque and 
Picasso, paid off The "win 
reason for changing the date 
lines is to get conservative 
buyers interested in new sec- 
tors, which was confirmed 
when a collector of contem- 
porary art bought a Cubist 
work by Braque for 14.1m. 
The only record achieved in 
the auction was the SLBlm 
paid for an abstract land- 
scape by Diebenkam. 

Sotheby's brought in an 
encouraging .$77 ,9m on 
Wednesday night, with one 
of Monet's views of the 
Ckand in Venice mak- 
ing the top price of ys im 
At the peak of the market in 
1990 the same painting had 
only managed 18m. Its new 
owner is believed to be Paul 
Allen, the co-founder of 
Microsoft He is advised by 
former Sotheby’s specialist, 
David Nash. Some artists, 
however, are still below 
their 1980 levels - a typical 
Renoir, of pretty girls bath- 
ing, sold last week for $3.4m: 
in 1990 it had fetched $6 Rdl 
B oth the Monet and the 
Renoir were off-loaded by 
Japanese owners; the auc- 
tion houses are now pre- 
pared to dispose of the best 
of the vast haul of paintings, 
valued at $6bn. which have 
languished in Japanese hank 
vaults for the past decade, 
but few show a profit 
One problem for the auc- 
tion houses is that the finest 
works of art are disappear- 
ing into museums or invio- 
late collections- Hence their 
interest in promoting con- 
temporary ait, where there 
is a constant supply. In New 
York they hardly have to 
convince buyers that con- 
temporary art, often Amen- 



Buoyant market; *Buste ds Femme’ by Pablo Picasso: aoU by Christie's for $&3m last week 


can, is highly desirable. The 
tension at Sotheby's contem- 
porary sale was more elec- 
tric than at the earlier auc- 
tions, and totalled $35.6m, 
way above Sotheby's 525.5m 
top forecast 

The Warhol was a sensa- 
tion, but auctioneer Tobias 
Meyer believes that the 
anonymous buyer got a bar- 
gain. "It is one of the great 
icons Of 20th century art 
comparable to a major Pic- 


asso." Also in the auction 
was Lucian Freud’s portrait 
of his daughter Bella enjoy- 
ing a party in Notting Hill 
Gate with some friends in 
1982. It sold for $5.8m 
(£85710), easily a record for a 
work by Freud or for any 
living British artist In 1983 
its owner, Freud's former 
dealer James Kirkman. had 
offered it unsuccessfully to 
the Tate Gallery for a 
reputed £250,000. 


The success of last week's 
auctions will convince both 
Sotheby's and Christie's that 
their ambitious plans for 
expansion in New York are 
well founded. The two auc- 
tion houses are investing in 
extensive new buildings - 
Sotheby's on the top of its 
York Avenue premises; 
Christie's on a new site at 
the Rockefeller Centre. 

And Sotheby’s is already 
developing in new direc- 


tions. principally through 
boosting its activities in pri- 
vate treaty sales on behalf of 
owners. Such transactions 
may lack the excitement of 
the auction, but are another 
step in Sotheby's and Chris- 
tie's master plan to take 
over the art world. 

A special eight-page FT Sum- 
mer Arts guide nrffl be pub- 
lished on Satuday, May 23 in 
the Weekend FT. 


An artist in suspension 


William Packer 

reviews the installations 
of Cornelia Parker 

Cornelia Parker has latterly 
become one of the more consis- 
tently conspicuous and successful 
of our Young British Artists, 
perched so precariously at the cut- 
ting edge of creativity, whom the 
Arts Council and significant Mod- 
em Collections think it so neces- 
sary to support 

At 42, she is not so very young, 
but her career burgeoned in the 
late 1980s. coincidental with the 
new wave of conceptualism,' and 
timing, we know, is everything. 
Now, after her inclusion in Bien- 
nales abroad and nomination far 
the Turner Prize at home, her ele- 
gant and seductive retrospective 
at the Serpentine, of work of the 
last io years or so, would seem to 
be the confirming compliment. 

She is conventionally described 
as a sculptor, but in fact she 
makes nothing herself. Indeed, 
she goes to great lengths to avoid 
making anything, as the titles to 
her art- works so odea make clear. - 
A show at Cardiff a year or two 
ago was called The Avoided 
Object. She calls a whole class of 


her work "Altered States". What 
she does is to find odd things, bits 
and pieces, play around with 
them, do things to them, and 
represent them. 

The first important art-work of 
bos to be acquired by the Tate, 
fig example. “CoM Dark Matter", 
was an old garden shed which, 
with its contents, she persuaded 
the British Army to blow up. Hav- 


was a similar suspension, this 
time of blackened beams salvaged 
from a burnt-out Texan church 
that had beat struck by lightning, 
to 1995, in "The Maybe" at the 
Serpentine, she had the actress, 
Tilda Swinton, Beauty-like, asleep 
for days on end in a glass case. 
And this perhaps is the problem. 
It is all very striking, very dra- 
matic, rathe- beautiful - at least 


‘Cold Dark Matter 1 was an old garden shed 
which, with its contents, she persuaded the 
British Army to blow up, and then hung the 
shattered fragments from the Tate’s ceiling 


ing picked the shattered frag- 
ments out of the surrounding 
fields and hedges, she hung them 
all. or at least as many as she 
could find, from the ceDtag of the 
gallery, each by its own thread, 
with the whole dangling mass lit 
from the centre by a single bulb. 
It worked, I must -admit, to dra- 
matic, deeply-shadowed effect 
Last year the single most popu- 
lar work at the Tate’s Turner 
Prize Exhibition was her "Mass 
(Colder Darker Matter)", which 


at first The effect is everything. 

This new Serpentine show 
includes other of what Lisa Cor- 
rin, the new curator at the gal- 
lery, calls her "classic suspended 
installations." “Thirty Pieces of 
Silver" (1989) consists of 1000 mis- 
cellaneous items of silver plate 
that were run over by a steam- 
roller. Hung just off the floor in 30 
circular sets, their only properly 
sculptural interest rests upon the 
fiat, horizontal plane they estab- 
lish within the space. As objects. 


they are seductive and intriguing, 
swaying gently in the draught, 
glinting in the sun. But for Par- 
ker. the interest is principally nar- 
rative and symbolic. The “former 
life" of these objects, we are told, 
was "symbolically crushed out", 
leaving them as “both diagram 
and blueprint: things as they 
were; things as they are; things as 
they can be." 

Another suspension, "Matter 
and what it means" (1989) consists 
of innumerable 10 pence pieces 
that had been laid on the line to 
be flattened by the passing train. 
The pile of coins on the floor fol- 
lows a vaguely human outline, 
above which hover an accumula- 
tion of coins on strings, which 
could be two featureless bodies, 
shimmering with a sepulchral 
beauty within the darkened room. 
It tells us of mortality, vanity, and 
the pointlessness of human greed. 
For me, it called something more 
natural and unaffected to mind - 
the shroud of ivy over the grave 
of Van Gogh and his brother. 

Parker has suits and dresses 
shot through with pearls and 
coins, which she proudly 

up to show the boles. She po l ishes 
the inside of armour once worn by 
Henry vm, and shows us the new- 






A coin is a coin: ‘Embryo Money*. 1996, by Cornelia Parker 


ly-stained cloth she used. She has 
a silver dollar drawn portentously 
into a wire equivalent in length to 
the height of the Statue of Lib- 
erty. She smashes a coffin into 
splinters, the only time she has 
ever used hammer and chiseL She 
has created a new work specifi- 
cally for this show, “Room for 
Margins", from the unseen mar- 
gins and lining s of Turner's can- 
vases, “challenging us to conjure 
the originals in our mind's eye." 

Such are her works of art But 
the back of a canvas is still the 
back of a canvas, a wire a wire, a 
coffin-splinter a piece of wood, a 
coin is a coin. "This is what 1 


enjoy about my life as an artist", 
she says. “I can go to the Colt 
firearms factory and discuss with 
engineers shooting pearls and 
money from guns instead of bul- 
lets . . . somehow I'm allowed the 
privileged position to look 
around . . . That's why 1 make art 
It’s a way of experiencing the 
world that I couldn't possibly 
have if I was sitting at home 
working in a studio . . ." There is 
really nothing more to say. 

Cornelia Parker Serpentine Gafiery, 
Kensington Gardens, London W2, tints 
June 14: sponsored by CredBt Suisse 
Rrst Boston. 


MUSIC 

Spry, sly 

and 

elegant 

The London Sinfonietta 
recently celebrated the 
music of Hanns Eisler 
(1898-1962) - one-time pupil 
of Schoenberg, long-term 
collaborator with Brecht, 
exiled by the Nazis, victim- 
ised by the House Commit- 
tee on Un-American Activi- 
ties and finally honoured 
(cautiously) in East Ger- 
many. In the sense of the 
old Chinese curse, he cer- 
tainly "lived through inter- 
esting times”. 

The Sinfonietta had the 
considerable assistance of 
I the conductor, composer and 
chansormier HX Gruber. At 
1 the afternoon session he and 
the composer David Blake 
reminisced about Eisler, 
while pianist John Consta- 
ble, mezzo Mary King and 
three other singers offered a 
neat conspectus of early Eis- 
ler. We heard his bright, op. 
1 piano sonata from the 
Schoenberg days, and a pair 
of highly personal song-cy- 
cles composed after he broke 
with Schoenberg. 

In the evening Gruber 
conducted the Sinfonietta, 
with his customary fervour, 
in later Eisler. The astrin- 
gent Kleine Sinforae op. 29 
combines Schoenberg tech- 
nique with political march- 
| ing-song and theatre-music. 
In songs, choruses and see- 
nas from The Mother, 
adapted by Brecht from 
Maxim Gorky as bitter thea- 
trical agitprop. Gruber 
served also as chansormier. 
abetted by Maria Freedman 
and Omar Ebrahim. 

It was delightful to hear 
the NatWest Choir, along 
with the CYM Chamber 
Choir, delivering the calls to 
revolution with snch full- 
throated ardour. It was also 
delightful to bear Gruber 
more like his sly Viennese 
self to four long “couplets*' 
that Eisler wrote for a Nes- 
troy play In 194& spry as 
well as sly, and rather ele- 
gantly turned. 

Finally, we had a sort of 
Gruber premiere, at least 
for the UK: a newly 
extended version of his 1996 
cycle Zeitstrrmnung - offi- 
cially translated as “Time- 
shadow". which I suppose is 
a fair shot at an impossible 
target. The same could be 
said of the English transla- 
tion. which labours under 
the harden of having to 
answer to Gruber's wild 
flights of Sprechstimme - plus 
to his original German set- 
ting. 

The poems are by the iron- 
ical Viennese poet H.C. Art- 
mann, as in Gruber’s earlier 
Frankenstein! 1. but not 
mock-childish this time - 
mock-fabulous, rather, and 
suggestive of dark morals. 
Gruber’s orchestra again 
rocks with smooch y, halluci- 
natory dance-rhythms, 
vibes, saxes and marimba, 
but instead of toytown col- 
ours there are mock-orien- 
talisms to mask the uncom- 
fortable meanings. Thongh 
it sounded gorgeous and 
mad, I thought the English 
version too much of an aes- 
thetic effort, a distraction. 
The composer’s “bizarrer- 
ies" are really anchored to 
the original text, and go 
adrift in another tongue- 

David Murray 
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INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 

OPERA 

Netherlands Opera, Hot 
Muztektheator 

Tel: 31 - 20-551 8911 
Tosca 1 by Puccini. New production 
by Nikolaus Lehnhoff with a cast 
including Bryn Terfel. The 
conductor ts Rtacardo Challly; May 
IS. 22 

BERLIN 

CONCERTS 

PhUtiannanto 

Tel: 49-30-2548 9354 

• Berlin Phflharmonlc Orchestra: 
conducted by Emmanuel Krtvine in 
works by Beethoven and 
Tchaikovsky. With violin soloist GO 
Shaham: May 19 

• Berlin Philharmonic Orchestra: 
conducted by Bemarf Haitink to 
works by BartOk and Brahms. With 
soloist Andris Schiff; May 23. 24 

BONN 

EXHIBITIONS 

Kunst- und AussteflungshaSo der 
BundosrepubUk Deutschland 
Tel: 49-22&-917 1200 


wwwJcah-bonn.de 

The Iberians: display of 350 
objects made, between the sixth 
and the first century BC, by a 
tittle-known civilisation on the west 
of the Mediterranean bowl Some 
of these objects have never before 
been removed before from the 
sites of their excavation. Others 
have been loaned by Spanish and 
French museums; to Aug 23 

BRUSSELS 

OPERA 
La Monrtale 

Tef: 32-2-229 1211 

• U Rftomo dUlfisse: by 
Monteverdi. New production 
conducted by Philippe Pierlot In a 
staging by William Kentrfdge. With 
the Handspring Puppet Company, 
at the Lunatheater; May 19, 20, 22 

• L'Orfeo: by Monteverdi. New 
production conducted by Rend 
Jacobs and dkected and 
choreographed by Trisha Brown, 
with designs by Roland 
AeschGmann; May 19, 20, 21, 

22,23 

CHICAGO 

CONCERTS 
Orchestra Han . 

Tet 1-312-294-2000 

www.chksgosymptiony.org 

• Chicago Symphony Orchestra; 
conducted by Franz Wdser-Mfist 
in works by Brahms and 
Shostakovich. With piano soloist . ... 
Andto watts; May 19 

• Chicago Symphony Orchestra: 
conducted by Daniel Barenboim In 
Beethoven’s Symphonies Nos. 3 
and 4; May 22, 23 


EXHIBITION 
Art Institute Of Chicago 
Tel: 1-312-443 3600 
wwwMrth.edu 

Songs on Stone James McNeill 
Whistler and the Art of 
Lithography. Around 200 works by 
the American expatriate, including 
drawings, etchings and paintings, 
which de m onstrate the importance 

of lithography to his art and theory; 
to Aug 30, then transferring to 
Ottawa 

FLORENCE 

OPERA 

Maggio Musicafe Florentine 
Tet: 39-56-211158 
wwwj7i a ogfofidrBntfoo.com 
Le Comte Ory: by Rossini. New 
production conducted by Roberto 
Abbado in a staging by Lorenzo 
Marian; ETJ-Teatro della Pergola; 
May 21, 23 

geneva 

CONCERT 
Victoria Had 
Tat 41-22-3170017 
Orchestra de la Suisse Romande: 
conducted by Edmon Coiomer in 
works by Turina, Ravel and Falla. 
With piano -soloist Alicia de 
Urrocha; May 20 

LONDON 

CONCERT 
.Royal Festival HaO 
-Tat 44-171-960 4242 
The Royal Opera: Die agyptische 
Helena, by Strauss. Concert 
performance, conducted by 
Christian Thielemann. Cast 
tadUdes Deborah Voigt and 


Thomas Moser May 22 

LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 

• City of Birmingham Symphony 
Orchestra: Sir Simon Rattle 
conducts a programme of works 
by Rameau, Haydn and Beethoven: 
May 20 

• City of Birmingham Symphony 
Orch es tra: Sir Simon Rattle 
conducts works by Knussen and 

Mahler May 21 


MILAN 

OPERA 

Teatro aBa Scala 
Tel: 39-2-88791 
wwwJascala-mDanoJt 
Der FretschCitc by Weber. 
Conducted by Donald Runnides in 
a staging by PierfAlB, with a cast 
including Kim Begley and Nancy 
Gustafson; May 19 

MUNICH 

OPERA 

Bayerfsche Stastsoper 
Tel: 49-89-2185 1920 
The Midsummer Marriage: by 
Michael T^petL Mark Bder 
conducts a production staged by 
Richard Jones, with a cast 
including Alison Hagley and Phffip 
Langridge: May 22 

NEW YORK 

CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
vvwwJfocfofocenter.org 


• New York Philharmonic: 
conducted by James Con Ion in 
works by Rachmaninov and Liszt. 
With piano soloist Garrick Ohisson; 
Avery Fisher Hall; May 19 

• New York Philharmonic: 
conducted by Kurt Masur in 
Shostakovich’s Symphony No. 7, 
“Leningrad": Avery Fisher Hail; May 
21. 22. 23 

EXHIBITIONS 
Guggenheim Museum 

Tel: 1-212-423 3500 
www.gugganheim.org 
Visions of Paris: Robert Delaunay's 
Series. Previously seen in Bertin, 
this exhibition focuses on the 
series paintings made by the artist 
in Paris, of subjects including 
Saint-Severln and the Eiffel Tower 

to May 24 

Metropolitan Museum of Art 
Tet 1-212-879 5500 
www.metmuseum.org 
Augustin Pajou, Royal Sculptor 
retrospective devoted to works by 
the French sculptor (1730-1809), 
who was a favourite of Louis XV 
and Louis XVI. Includes marble 
statues, portrait busts, terracotta 
sketch-models, and drawings 
Including designs for the opera at 
Versailles', to 
May 24 

Museum of Modem Art 

Tel: 1-212-708 9480 
www.moma.org 

Alvar Aalto: Between Humanism 
and Materialism. Centenary tribute 
to the R finish architect designer 
and town planner. Unprecedented 
tn scale, the show Includes 
sketches, drawings, models and 
photographs, many of them loaned 


by private collections in Europe; 
ends today 

OSAKA 

EXHIBITION 

The Museum of Art, Kintetsu 
Tel: 81-6-624 1111 
Aubrey Beardsley: more than 200 
drawings, prints, posters and 
books created during the brief 
period of the artist’s fame. The 
exhibition marks the centenary of 
hfe tragically early death, and 
arrives in London after touring in 
Japan; to Jun 8 

PARIS 

CONCERT 

Theatre des Champs Efysees 
Tel: 33-1-49525050 
Orchestra National de France: 
conducted by Vassili Sinaisky in 
works by Haydn, Saint-SaSns and 
Beethoven. With cello soloist Han 
Na Chang: May 19 

EXHIBITION 
Jeude Paume 
Tel: 33-1-4703 1250 
In defiance of painting: “Je ne 
peins pas, je doue mes tableaux”, 
wrote Kurt Schwitters. This century 
has seen many artists loraake their 
brushes in favour of a variety of 
other implements. Bum, Fontana 
and Arman are some of the artists 
represented in this exhibition, 
which proposes to explore this 
dimension of painting; from today 
until Aug 30 

ROTTERDAM 

EXHIBITION 

Kunsthal 


Tel: 31-10-440 0300 
Look at me: Fashion and 
Photography in Britain 1960 to the 
present. First stop for a touring 
exhibition which tracks the 
development of fashion 
photography with its emphasis 
firmly on popular culture rather 
than haute couture; to Aug 9 

SAN FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Tel: 1-415-864 6000 
San Francisco Symphony 
Orchestra: conducted by Michael 
Tilson Thomas in works by Mozart. 
Lukas Foss, Stravinsky and Berg; 
May 20, 22. 23 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

06.30: Moneyline with Lou Dobbs 
13J30: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0820: 09:20: 
10-.20: 11:20; 11:32; 1220; 1350; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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MARTIN WOLF 


Wealth of nations 

At 50, the Gatt and its successor the WTO have much to be 
proud of. The question now is how to build on their success 


"Enduring peace and the 
welfare of nations are 
indissolubly connected with 

friendliness, fairness, 
equality and the maximum 
practicable degree of freedom 
in international trade." 
Cordell Hull. US secretary of 
suite, 1937. 

For half a century two 
institutions have been at the 
heart of the rapidly growing 
body of international trade. 
They are the General 
Agreement on Tariffs and 
Trade (Gatt) and, since 
January 1995. its successor, 
the World Trade 
Organisation. From an 
inauspicious start Gatt and 
the WTO have come to have 
a greater impact on the 
world than any other 
international economic 
institution. The question 
confronting this week's 50th 
anniversary meeting in 
Geneva this week is how to 
sustain - and develop - that 

success. 

Success it has certainly 
had. Only 23 countries 
participated in the first 
round or negotiations, in 
1947. Today, its successor, 
the WTO. has 132 members, 
with 31 waiting to join. 
Between 1950 and 1996. the 
volume of world exports rose 
16 times, while output rose 
six times; even more 
incredibly, the volume of 
world exports of 
manufactures rose 31 timnc 
while manufactured output 
rose nine times. 

The initial task was to 
reverse the damage to 
International economic 
integration done by the 
great depression and the 
second world war. That had 
been largely achieved by the 
1970s. Since then, as the 
table shows, openness to 
trade has reached 
unprecedented levels. 

Yet past success must not 
breed complacency. The 
failure of Bill Clinton, the 


US president to win 
fast-track negotiating 
authority from Congress, the 
popular - and populist - 

campaig n against 

globalisation and the 
financial shock in east Asia 
all threaten what has been, 
and can stiJl be, achieved. 

If the system is to be 
defended and strengthened, 
it is necessary to understand 
what it is; why it has gained 
in influence; what 
opportunities it enjoys; and 
what dangers it must now 
confront 

First, on what principles is 
the system based? Perhaps 
the most common criticism 
is that it simply reflects 
outmoded economic theories. 
True, economists have long 
argued in favour of liberal 
trade on a priori grounds. 
Contrary to widespread 
popular misunderstandings, 
those theories, including 
comparative advantage, 
remain as valid as ever, as 
Douglas Irwin of Dartmouth 
College has argued cogently 
in a splendid history of the 
idea of free trade.* 

In reality, however, the 
system has always been 
based on still wider 
considerations. The WTO 
rests on three pillars: 
negotiated liberalisation. 


leading to bound levels of 
protection - that is a fixed 
margin of protection; the 
spread of the benefits of 
greater market access to all 
members, through 
non-discrimination; and, 
underpinning all these, the 
rule of law. As the quote 
from Hull shows, the hope 
was that mutually beneficial 
trade, protected by 
i inter national agreement, 
would promote prosperity 
and limit the capacity of 
partial economic interests to 
generate ruinous 
international conflict. 

Second, why has the 
system strengthened over 
the years? Perhaps the most 
important reason is 
hard-won experience. 

For the first three decades 
of the Gatfs existence, trade 
liberalisation was limited 
almost entirely to north 
America and western 
Europe. Meanwhile, most 
developing countries tiled 
the combination of planning 
with autarky that the Soviet 
Union and its satellites took 
to a logical conclusion. The 
important exceptions were 
the export-promoting 
policies of Japan, South 
Korea and Taiwan and the 
purer free trade of Hong 
Kong and Singapore. 


Ctfapse and recovery 

Mocftavfee spate as per cent of 6DP at 1990 prices 
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The huge success of these 
Asian exceptions and the 
ever more obvious failure of 
those seeking self-sufficiency 
did, more than anything 
else, help produce the shift 
towards more open trade 
seen since the late 1970s. No 
fewer than so countries 
embarked on unilateral 
liberalisation during the 
seven years of the Uruguay 
round alone. 

Third, what are’ the 
opportunities the system 
now enjoys? The short 
answer is to complete the 
edifice. The elements of that 
construction should include: 

• Further liberalisation, to 
cover tariffs, agricultural 
commodities, textiles and 
clothing, services and public 
procurement. 

• Widening WTO 
membership, particularly to 
embrace China and Russia. 

• Strengthening WTO 
disciplines, especially over 
the mushroom-like growth of 
regional trading 
arrangements and over 
reliance on economically 
questionable anti-dumping. 

• Strengthening the WTO 
as an institution, partly by 
increasing its budget from 
its ridiculously low level of 
$78m C£47m). 

This is by no means the 
complete list A broader 
agenda would include trade 
and the environment, trade 
and labour standards (not, 
fortunately, yet on the 
official agenda), investment 
and competition. But the 
first two are potentially 
damaging to liberalisation, 
while the third and fourth 
are. strictly speaking, 
unnecessary. The trading 
system may well, for want of 
a better Instrument, be 
loaded with tasks that are 
not germane to its central 

i purpose. But this counts not 
so much as an opportunity 
as a danger. 

1 So what finally, are the 
chief dangers confronting 
the system? Two in 
particular stand out. 

The first is the need to 
separate the case Tor liberal 
trade from that for freeing 
capital flows. Although both 
are taken to be components 
of globalisation, liberal trade 
does not entail freedom for 1 
capital flows. Many 
high -income countries j 

liberalised trade w hile 
retaining exchange controls 
until the 1960s or 1990s. The 
collapse in east Asia has 
merely underlined the 
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The world’s private armies 

TTie recent controversy in the UK concerning "mercenaries" has opened a debate on 
the need to control and regulate private military companies 

B ehind the recent -------- 

controversy in 
Britain concerning 
the role of “merce- 


B ehind the recent 
controversy in 
Britain concerning 
the role of “merce- 
naries'* in Sierra Leone is 
the wider and more impor- 
tant issue of the privatisa- 
tion of conflict and security. 
The plain fact is that mili- 
tary companies are playing 
an increasingly influential 
role in areas once the 
domain of sovereign states. 

Some label these compa- 
nies mercenaries. But the 
term has enflamed the 
debate and obstructed a bet- 
ter understanding of the rea- 
sons behind their existence. 
Banning them is neither pos- 
sible - nor necessarily wise. 

“Mercenary'’ is not a help- 
ful ward. International law 
has yet to come up with a 
definition of a mercenary 
that would withstand the 
rigours of a courtroom. Only 
12 countries have signed the 
1989 UN Convention on mer- 
cenaries. And even though 
UK legislation banning them 
dates back to last century, 
there has not been a single 
conviction in more than a 
100 years. 

The emergence of private 
military companies has out- 
stripped both domestic and 
International policy to deal 
with them. The tendency is 
on the one hand to pretend 
they do not exist and on the 
other to recognise their 
importance and to seek 
covert dialogue. The result is 
a muddled worst of both 
worlds. No wonder the gov- 
ernment is in the mire. 

There is a need to engage 
with these companies. This 
is a first step to controlling 
and regulating them. 

Sandline and other 
so-called military consul- 
tants may prove useful to 
UK and other western gov- 
ernments. Its assistance to 
Sierra Leone. lor example, 
was in accordance with Brit- 
ish foreign policy objectives. 
U supplied weapons and mil- 
itary expertise to an elected 
government of Sierra Leone 
that had been ousted by a 
military junta. The junta's 
favoured tactic of intimida- 
tion was to amputate limbs 
with machetes. Moral con- 
cerns over the use of a mili- 
tary company fade in com- 
parison. 

There is also little likeli- 
hood these companies will 



Mffitary solution: the private sector has stepped into the vacuum 


go away. Their growing role 
has coincided with the col- 
lapse of communism. West- 
ern governments have little 
strategic interest in inter- 
vening in other country's 
civil wars. The early opti- 
mism over UN peacekeeping 
has faded in the wake of the 
Somalia debacle which led to 
the embarrassing US with- 
drawal from that conflict. 
Neither is there much 
domestic appetite for a coun- 
try's soldiers to fight in 
other people's wars. 

Instead, the favoured west- 
ern response is to impose 
sanctions. Unfortunately, 
sanctions seldom work. 

With military force 
needed, but no government 
willing to provide it. the pri- 
vate sector has seized the 
opportunity and stepped into 
the vacuum. They are bol- 
stered by military expertise 
available from the down- 
siring of western armies and 
an abundance of cheap ex- 
Soviet weaponry. They offer 
one of the few alternatives 
for a besieged government 
like that of Sierra Leone. 

Most important they have 
shown their effectiveness. 
Executive Outcomes, the 
South African company, has 
been a market leader. First 
employed in Angola by a 
government under threat 
from the Unita. within a few 
months of its presence the 
government reversed its suc- 
cession of military defeats 
prompting the s i gni n g of the 
Lusaka accords. In May 19 95. 
it was contracted by Sima 
Leone's government and was 
the main factor behind turn- 
ing its fortunes against the 


Revolutionary United Front 
rebel group. That has 
allowed the first elections in 
27 years and the signing of a 
peace agreement 

A larger group of compa- 
nies conduct military train- 
ing to recognised govern- 
ments. The US company 
Military Professional 
Resources, headed by more 
than a dozen former US gen- 
erals. is training both the 
Bosnian and Croatian armed 
forces. Others, such as BDM, 
linked with the Carlyle 
Group of James Baker, the 
former US secretary of state, 
have been training various 
parts of the Saudi Arabian 
forces. The US companies 
are more directly integrated 
into the US defence estab- 
lishment and serve foreign 
policy Interests. 

Beyond this military* 
orientated category, the 
security industry broadens 
out into wider non-military 
protection functions, such as 
the passive protection of 
premises, mining Installa- 
tions and individuals. The 
British company DSL. for 
example, guards corporate 
and diplomatic premises 
throughout the world. Oth- 
ers have specialised in risk 
analysis for companies want- 
ing to invest in unstable 
areas or provide protection 
from potential kidnapping. 

Most British companies 
keep close contacts with the 
Ministry of Defence. Many of 
their personnel have risen 
through the military or intel- 
ligence services. A former 
special services and intelli- 
gence officer notes that he 
now works much as he did 


before - merely on the other 
side of the public-private 
fence. A private company's 
intelligence can be a valu- 
able supplement to official 
sources. 

But such companies, espe- 
cially at the extreme mili- 
tary end of the spectrum, do 
not necessarily need a gov- 
ernment's approval to carry 
out their activities. This 
absence of accountability 
has created disquiet There 
are few checks on their 
adherence to human rights 
conventions, for instance. 
Although they claim only to 
work for legitimate govern- 
ments, deciding which is the 
“legitimate" side in many 
civil conflicts is not always 
straightforward. 

Engagement with these 
companies is therefore vital. 

Military companies see their 
future growth and prosperity 
depending in part an their 
perceived legitimacy. Some 
are willing to be regulated. 

From their point of view, 
transparency of their 
operations and business rela- 
tionships is a crucial first 
step. But that involves meet- 
ing with government offi- 
cials and discussing the 
issues. Given the clrcum- 1 
stances, the apparent deci- 
sion by the Foreign Office to i 
enter into discussions with 
Sandline was the most in tel- | 
Ugent option. The only pity 
is that it does not publicly 
acknowledge this. 

The author is a research asso- 
ciate at the International 
Institute for Strategic Studies 
and author of Private Armies 
and Military Intervention 


dangers m premature and 
ill-regulated capital account 
liberalisation. 

Still more fundamental is 
political legitimacy. Markets 
may be global, hut 
governments are local The 
rules governing the forma* 
and constraining the latter 
necessarily emerge from 
inter-governmental 
negotiations and are policed 
by international 
organisations. While 
inevitable, this also creates a 
disjunction between what 
citizens demand and what 
their governments can 
deliver. 

As the rules of the trading 
system have become more 
Intrusive and binding, 
conflicts have increasingly 
arisen between the 
irresistible force of domestic 
single-issue activism on the 
one hand and the immovable 
object of internationally 
agreed rules and procedures 
on the other. 

Environmentalists believe 
the rights of a Thailand or a 
Mexico are nothing 
compared to those of 
dolphins and turtles. Yet a 
global trading system cannot 
operate on that basis. 

Can this danger be 
eliminated? No, but it can be 
ameliorated by better 
' erplanatinn of the rules, by 
! greater transparency in 
1 WTO procedures, by 
commissioning and 
pub licising research into i 
finks between trade and 
other concerns and, not 
least, by moving 
envir onmental and gfvfai 
issues into other forums. 

Above all, people must be 

c o n stantl y T gmrnrie rt nf 

history and contemporary 
realities. No country can be 

an economic island and 

none, even the US. can 
dictate tpr*niR to all the 
others. Hie only choice Is 
between a chaotic 
international market, 
without global cooperation, 
and a relatively orderly 
marketplace, with H. The 
right choice was made by 
the Gottis founding fathers 
half a century ago. ft is our 
privilege and our 
opportunity to build on 
those foundations. 

* Against the Tide : An 
Intellectual History of Free 
Trade, Douglas Ahum 
(Princeton: Princeton 
U nive r sit y Press, 1996) 

tnartin.ioolf@ft.com 


LETTERS TO THE EDITOR 

Views on inflation and monetary 
policy in Europe too simplistic 


From Mr Ronald Janssen. 

Sir, Your article in which 
the European Central Bank 
board is reported as seeing 

inflation as a big threat is 
both astonishing and alarm- 
ing (“ECB board sees .Infla- 
tion as big threat”. May 9). 
Indeed, a number of argu- 
ments which tiie future deri- 
sion makers on European 
monetary policy are advanc- 
ing are simplistic and simply 
not true. 

For one, the position that 
the risk of Inflation exceeds 
the risk of deflation is in 
contradiction with the baric 
economic tact that monetary 
poBcy can play an important 
role to fighting inflation but 
not role to the case of defla- 
tion. 

Since negative nominal 
interest rates are impossible 
(people would simply with- 
draw their money from 
banks and hold on to cash!). 


deflation imposes the risk of 
high real - Interest rates. 
Being unable: to fight defla- 
tion, a central hank should 
therefore avoid at all cost 
moving the economy into 
such a liquidity trap. 

Furthermore, the phrase 
that monetary policy is nei- 
ther the cause nor the solu- 
tion to Europe's unemploy- 
ment problem conveniently 
ignores the fact that a record 
of poor growth in Europe 
coincided with a vary restric- 
tive stance of monetary poli- 
cies from 1990 to the end of 
1996. One can. of course, 
argue that the group nf six is 
now putting bn a show to 
convince financial markets 
pmj to reassure the German 
public on the introduction of 
the euro. 

For tiie sake of the Euro- 
pean economy, however, let 
us hope that the group of six 
does return to its senses 


when the business cycle 
threatens to push up infla- 
tion in the euro area from a 
historical low of 1.2 per cent 
to another historical low of z 
percent 

If the “show” were contin- 
ued and the European Cen- 
tral Bank cut economic 
growth to keep inflation at 
say per cent the econ- 
omy of the euro zone would 
have exchanged the “boom 
and bust" scenario of the 
1970s and 1960s for a sce- 
nario in which the economy 
in the 1990s recovers from 
one slump only to go 
straight to yet another 
slump. 

Ronald Janssen, 
economic adviser, research 
department 
Christian Trade Union, 
Westraat 121, 

1040 Brussels, 

Belgium 


Market will determine future of Euribor 


From Mr Clifford Dammers. 

Sir. I -was disappointed to 
see Lex repeating some of 
the (unfortunately) widely 
held perceptions about Euri- 
bor ("Libor/Euribor", May- 
15). The banks which will 
make up the reporting panel 
will be first-class profes- 
sional banks. More impor- 
tantly, the credit rating of 
the r eporting banks will be 
irrelevant because the rates 
which are to be reported will 

be the rates which each 


reporting bank sees prime 
banks quoting to other 
prime banks in Its market 
They are not necessarily 
rates quoted to the reporting 
bank for deposits with it. 
This is the same basis on 
which the British Banking 
Association proposes to cal- 
culate euro Libor. 

The International Primary 
Market Association is con- 
tent with Euribor and Libor 
as successor price sources 
and expects there to be com- 


petition between them. Ulti- 
mately the preference of the 
market will determine 
whether only one wifi sur- 
vive but misinformed com- 
ment does not contribute to 
the quality of that competi- 
tion. 

Clifford Hammers, 
secretary-general, 
international Primary 
Market Association (IPMA), 
36-38 ComhilL 
London EC3V SND, UK 


Policymakers and the power of the equity lobby 


From Mr John Hardman. 

Sir. Gerard Baker con- 
cludes his article. “When 
fears are overdone” (April 
28). with the thought that 
“the real difficulty policy 
makers fees [is] not how to 
engender a big correction [in 
the stock markets] but how 
to avoid it". 

This raises several ques- 
tions. Why should policy 


makers want to maintain 
current levels? Can it be 
done? They want to because 
more than half the wealth 
owned by private individuals 
m the UK and the US is now 
in the form of equities: 
equity holders accordingly 
form a lobby as powerful as 
were homeowners 20 years 
ago: 

Second, it is in the interest 


of governments to encourage 
private pension schemes and 
that these investments 
should be successful. This. 
not “Goldilocks”, is the new 
paradigm. 

John Raidwaii. 

Treefield, 

83 Beech Road, 

Hartford, 

Cheshire, UK 
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Boris the Younger 

Alexander Lebed’s victory in Siberia has made him a formidable challenger to Yeltsin in 
the presidential elections in 2000, says Chiystia Freeland 

f f od bless you 

Wmu Alexander 
V 'W’lvanovicb. 

God has 


£ A Jr 1 od bless you 
wmu Alexander 
V 'W’lvanovicb. 

God has 
given you to Russia to save 
us sinners.” Nowadays, it is 
almost unheard of for a poli- 
tician In Russia to inspire 
the sort of sentiment con- 
tained in this outburst from 
Ekaterina, a 45-year-old 
welder, in Krasnoyarsk. 

Alexander Lebed is an 
exception. Last weekend he 
won the governorship of 
Krasnoyarsk territory, a 
mineral-rich Siberian region 
more than four times the 
size of France, and Russians 
are now wondering whether 
his populist magic will be 
strong enough to propel him 
to the presidency in 2000. 

IBs new job will not neces- 
sarily do it. Another former 
I general who went into poli- 
tics, Alexander Rutskoi 
i (Boris Yeltsin’s vice-presi- 
dent who took up arms 
1 against him in 1993), has 
also been a governor, of 
Kursk in southern Russia, 
far two years. His career has 
gone nowhere. 

Mr Lebed's chances look 
much, much better. In a 
country still polarised by the 
traumatic shift from commu- 
nism to capitalism, he is 
almost the only politician to 
do what Boris Yeltsin man- 
aged in two presidential elec- 
tions: appeal across the polit- 
ical spectrum to nationalists 
at one extreme and liberal 
free marketeers at the other. 

His image as an outsider, 
untainted fry corrupt Krem- 
lin politics, is a powerful 
draw for the millions dispos- 
sessed by the shift to a mar- 
ket system; but his aggres- 
sive anti-communism means 
his constituency is not lim- 
ited to the pensioners who 
still cling to their party 
cards. Mr Lebed won some 
liberal fens for his role In 
pnrirng the war In Chechnya 
in 1996; yet his military 
background makes him the 
pin-up boy of the fer right. 

Mr Lebed's protean per- 
sona was an. asset in the 
Siberian campaign, helping 
him to pick up nearly 60 per 
cent of the vote, almost 20 
per cent more than his 
Kremlin-backed rival, the 
sitting governor. But as he 
takes to the national - and 
International - scene, the 
question is; what does the 
former paratrooper stand 
for? His indeterminate ideol- 



Lubedt main torrid poBcy would be to mate Russia rich and fat 


ogy has been, fertile ground 
for the nightmares Russia so 
easily breeds. 

The darkest of all Is that a 
general’s uniform and a dic- 
tator's iron fist lurk beneath 
the civilian suits and craggy 
smite 

Since he first captured the 
nation’s attention in 1992 as 
commander of Russian 
troops in Moldova (where he 
stopped a rivfl war in days) 
Mr Lebed has hinted at 
authoritarian sympathies. 

He famously praised 
Aogusto Pinochet, the Chil- 
ean dictator, and at a nation- 
alist conference once berated 
a delegate for “sounding 
more like a Jew than a 
Cossack”. 

But in the campaign for 
Krasnoyarsk, Mr Lebed has 
portrayed himself differ- 
ently. “Of coarse I consider 
myself a democrat,” Mr 
Lebed rasped. “Only I think 
that democracy must be 
built, not just declared. 
Already, IYe helped to build 
it - Fve stopped two ware, 
one of which Yeltsin, that 
great father of Russian 
democracy, started.” 

The reference to the war 
in Chechnya is worth dwell- 
ing on. Appointed national 
security chler by President 
Boris' Yeltsin in 1996, Mr 
Lebed was banded the poi- 
soned chalice of the war in 
Chechnya. Mr Lebed took a 
deep drink and came up with 
a solution more radical than 
Russia's most ardent liberals 
had dreamed: a Russian mili- 
tary pull-out. de facto sover- 
eignty far Chechnya and an 


end to a conflict that had 
claimed mare than 50.000 
lives. Mr Lebed is certainly 
concerned about the state of 
the Russian armed forces. 
But this does not make him 
a militarist. On most mili- 
tary issues, he is a reformer. 

Of late, Mr Lebed has 
taken equal pains to counter 
his racist reputation. Asked 
at a Siberian campaign rally 
how he planned to “cleanse” 
Krasnoyarsk of people from 
the Caucasus, Mr Lebed was 
outraged. “That Is not the 
sort of question to ask me,” 
he thundered. “We are all 
equal Russian citizens, 
including people from the 
Caucasus.” 

In a similar vein, Mr Lebed 
assured the electors of Kras- 
noyarsk that he would advo- 
cate a moderate foreign pol- 
icy- “The world is afraid of 
us because we are thin and 
hungry and in the history of 
the world it is the thin and 
hungry who make war on 
the rich and fat,” Mr Lebed 
told a gathering of business 
leaders. “My main foreign 
policy would be to make 
Russia rich and fat.” 

By the same rule that 
allowed Charles De Gaulle to 
give up Algeria and US Pres- 
ident Richard Nixon make a 
historic overture to China, a 
battle-scarred general like 
Mr Lebed Is one of the only 
Russian politicians who can 
afford to preach pluralism 
and tolerance. Mr Lebed 
owns the nationalist vote - 
just looking at him is 
enough to make every great 
Russian chauvinist snap to 


attention. He is smart 
enough to have realised his 
real challenge is to win the 
middle ground. 

A similar logic seems at 
work as Mr Lebed gropes his 
way towards an economic 
agenda. The former general 
has little feel for economics, 
much less the workings of 
Russia's chaotic young 
market 

But, just as he insists he is 
a democrat, Mr Lebed is 
emphatic about one eco- 
nomic issue. He is a virulent 
opponent of communism and 
the central planning it 
forced on Russia and a sup- 
porter of private property. 
“The worst thing that has 
ever happened to Russia is 
that for 70 years the sense of 
private property was beaten 
out of our people,” Mr Lebed 
complained on tbe hustings. 

Not that he is a tan of Rus- 
sia’s new economic order. 
Much of his campaign 
focused on the economic fail- 
ures of the Yeltsin years 
which, he says, lias reduced 
people in Krasnoyarsk to 
eating cattle feed and their 
own dogs. 

The only solution Mr 
Lebed has is simplistic, but 
not stupid. Like the dismal 
scientists of the Interna- 
tional Monetary Fund. Mr 
Lebed thinks tbe Russian 
economy needs liberalisa- 
tion, particularly from 
bureaucracy: “The Russian 
economy is squeezed 
between two rocks - the 
lawless mafia and the greedy 
bureaucrats. In Moscow, it’s 
a funny thing, the mafia 
turns out to be gentler than 
the state. The mafia takes 
just io per cent, the state 
takes every thing ” 

Snappy slogans are not 
enough to run Russia. And 
apart from a messianic faith 
in his own destiny to rule 
Russia, the former para- 
trooper is short of long-held 
political views. 

But -that is hardly a deci- 
sive drawback. As he revs 
up for as attack on the 
Kremlin establishment from 
his Siberian fastness. Mr 
Lebed is coming to resemble 
another power-hungry, polit- 
ically inchnq te i charismatic 
outsider who overthrew the 
Russia elite nearly a decade 
ago. In some ways. Alexan- 
der Lebed looks like the 
young Boris Yeltsin - and 
that is why the old tsar’s ret- 
inue is very, very afraid. 
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Microsoft 

besieged 


Could the antitrust suit against 
Microsoft, launched yesterday by 
the US Justice Department, be 
the start of a long and inconclu- 
sive war, such as that against 
International Business Machines 
through the 1970s? 

Possibly. But although the 
department and 20 US states 
framed their charges against the 
software giant very broadly, they 
have wisely made their demand 
for remedies quite specific, at 
least for the time being. There 
was no suggestion (yet) that the 
authorities would press for any- 
thing as drastic as the break-up 
of AT&T, the telecommunica- 
tions monopoly, 16 years ago. 

But Bill Gates. Microsoft's 
abrasive chairman, should 
beware. Having rejected the rem- 
edies sought by the department 
over the weekend, he could yet 
find the nightmare of computer 
operating systems being designed 
by teams of lawyers coming true. 

At one level, the charges lev- 
elled against the company appear 
extremely serious. Microsoft, it is 
said, has used its position, as the 
supplier of operating systems for 
90 per cent of personal computers 
to stifle competition, to barm 
consumers and to undercut inno- 
vation. It is charged, in particu- 
lar. uith using its dominance to 
gain acceptance for its internet 
browser and overwhelm competi- 
tion from its main rival in the 
field. Netscape Communications. 

Moreover, although opinion 
polls do not by any means cast 
Microsoft as a bogey man, the 
fact that so many states are join- 
ing in the action indicates that 
its political position is at the 
least uncomfortable. 


Web browser 
The main thrust of yesterday’s 
suit reflects recent arguments 
about the company's decision to 
integrate its web browser with its 
latest operating system. Windows 
98. It wants the company to 
unbundle the two or offer the 
Netscape browser with its own 
products - and to enable com- 
puter manufacturers to redesign 
the appearance of the opening 
screen of Windows 95. The 
department also objects to the 
way Microsoft has structured its 
contracts with equipment manu- 


facturers and internet content 
providers to favour its own 
browser. 

No doubt there are some fair 
points in these accusations. 
Microsoft is well known as a very 
tough, commercial operator, and 
it understandably wanted to 
defeat Netscape when ft thought 
“browser wars" were threatening 
its dominance over operating 
systems. Whether it used illegal 
means to further this a i m 
remains to be determined 

No obvious harm 

However, it is worth bearing in 
mind that Microsoft’s actions in 
the browser field do not appear to 
have done obvious harm to con- 
sumers. Microsoft's browser is 
free. So is Netscape’s. PC users 
can have whichever they want 
The argument then turns on 
whether Microsoft has designed 
Windows 95 in such a way as to 
make ft excessively inconvenient 
for users to switch. 

So long as consumers are satis- 
fied. this need not matter very 
much. Since Microsoft has 
caught up in this field, it has 
been able to reduce Netscape’s 
share of the browser market from 
about 90 per cent to 55 per cent 
If Microsoft fell b ehin d, it would 
be possible for a competitor with 
an obviously superior product 
once again to win market share. 
In any case software and the 
power of personal computers are 
developing so rapidly that few 
people can foresee what will pro- ; 
vide a decisive competitive edge 
in five to 10 years’ time. 

The Justice Department seems 
wisely to to have recognised this 
and to have stepped back from 
intrusive prescriptions about 
software. Instead it is emphasis- 
ing the possibility of abuse in the 
structure of Microsoft’s con- 
tracts, a much more fruitful field 
for antitrust investigation. 

Yet the authorities need to 
carefhl that they do not become 
drawn into a long campaign 
against Microsoft merely because 
it is big. successful and has out- 
smarted competitors. This is a 
danger both far Mr Gates and the 
authorities. If they could both 
give a little, they would achieve 
what remains the best outcome: a 
compromise. 


Transatlantic 

relations 


Yesterday's announcement that 
US extraterritorial sanctions may 
he on their way out is not just 
good news for oil and gas compa- 
nies eager to do deals with Iran. 
It could also mark a productive 
new era in relations between the 
US and the EU. But there are 
serious obstacles to overcome 
before the rewards erf the deal 
can be reaped. 

US extraterritorial legislation 
had become a serious irritant in 
the transatlantic relationship. 

me deal announced yesterday 
lays out the principles for the 
end or extraterritoriality. But 
crucially, the deal has to survive 
domestic US reaction, which 
could be very hostile. Bill Clin- 
ton. the US president, has the 
authority to grant waivers under 
the Iran -Libya Sanctions Act. but 
needs Congressional approval to 
amend the Hclms-Burton Act, 
which could be very difficult to 
got. Still, Mr Clinton, who is 
increasingly recognising the 
importance of tbe relationship 
between the US and the EU. espe- 
cially with Emu on the way. has 
a big incentive to push the deal 
through. 

Au improved US-EU relation- 
ship could achieve a great deal. It 
could help to guard against any 
pi'oiectlouisi instincts arising 
from the Asian crisis. The EU 
and US could also usefully pre- 
pare the ground for a new round 
of trade talks; no WTO deals are 
possible without the support of 
both the US and EU. and coordi- 
nation beforehand could speed 
negotiations considerably. The 
Transatlantic Economic Partner- 
ship initiative, also announced 
yesterday, could be a useful 
forum for this. Co-operation 
should stop short, though, of 
agreeing significant bilateral 
trade measures, as this could 
undermine the legitimacy of the 
WTO processes in the eyes of the 
rest of the world. 

International crises 

Aud in foreign policy terms, 
tin- value of a common US-EU 
position cannot be underesti- 
mated. There have been too 
many occasions on which tbe 
lack uf an agreed position has 
weakened the west’s response to 
international crises. 


But the promise of an end to 
extraterritorial action does not 
guarantee that transatlantic rela- 
tions will be untroubled from 
now on. Significant difficulties in 
the relationship remain. 

The key problem is Congress. It 
was Congressional pressure that 
pushed through the extraterrito- 
rial sanctions acts in tbe first 
place, and there remains a lot of 
support for the sanctions princi- 
ple. Even if yesterday's deal goes 
through. Congress could cause 
problems in tbe future. Though 
the agreement with the EU com- 
mits the administration to oppos- 
ing new laws requiring extrater- 
ritorial sanctions. Congress is 
likely to have a different view. 

‘Rogue’ countries 

The problem stems from a 
marked difference on tbe issue of 
how to deal with so-called 
"rogue” countries. Whilst the 
instinctive US reaction (particu- 
larly on Capitol Hill) is for asser- 
tive action, including sanctions, 
the Europeans have often pre- 
ferred a strategy of “constructive j 
engagement”. This difference will 
continue to cause frictions. To 
rniTjimisp these in future, the EU 
will have to show that its rqjec- | 
tion of sanctions is based on prin- , 
ciple, rather than on commercial 
considerations - something that 
so far it has failed to do. 

A further irritant in the trans- 
atlantic relationship arises from 
the lack of a coordinated EU for- 
eign policy. Foreign policy issues 
tend to be thrashed out at the UN 
or Nato rather than at EU leveL 
Such issues as Libyan terrorism 
or Ir anian nuclear weaponry are 
never properly discussed between 
the EU as a whole and the US - 
leaving that relationship focused 
too narrowly on trade rather 
than on strategic questions. This 
is not the only reason why the 
EU needs better foreign policy co- 
ordination, but it is a for from 
negligible one. 

Extraterritorial sanctions have 
soured the US-EU relationship for 
too T«ng . and must he removed as 
soon as possible. To achieve this. 
Mr Clinton will have to be as 
adept in dealing with Congress as 
he has been In negotiating with 
the EU- This deal is too impor- 
tant to be allowed to fai l . 


I t should have all the mak- 
ings of an epic controversy. 
In election year, with the 
Dow at record levels, a 
Democratic administration is 
declaring war on the second most 
valuable company in the US. You 
might have expected thunderous 
opposition to this vigorous Inter- 
vention in the operation of the 
fast-growing market - especially 
from Republicans, traditionally 
friends of Big Business. 

Yet there was barely a murmur 
of dissent yesterday against tbe 
justice department when it and 
20 state regulators launched a 
block-busting antitrust suit 
against Microsoft, charging the 
company “anti-competitive and 
exclusionary practices”. In place 
of wider poetical strife over the 
role, of government regulation, 
the ' only partisan issue is 
whether you are pro-Microsoft or 
anti-Microsoft. 

This is the more surprising 
because of tbe immediate back- 
ground. In the past few weeks the 
trustbusters. led by Joel Klein at 
the justice department, appear to 
have been launching a broadly- 
based attack on tbe consolidation 
that has swept through many of 
America's largest industries of 
late, arguing that such deals will 
benefit only the monopolistic 
interests of big business. 

In March, the justice depart- 
ment stopped the merger of two 
defence companies. Lockheed 
Martin and Northrop Grumman. 
It has filed suit against Rupert 
Murdoch to stop him selling his 
satellite television business to a 
consortium of rivals, condemning 
the cable industry as “one of the 
most powerful and enduring 
monopolies in this country". 
Since September, the Federal 
Trade Commission has been 
investigating Intel, the world's 
largest chipmaker and the other 
half of the “Winter duopoly. 
Last month the justice depart- 
ment’s commodities division won 
its biggest ever fine ($110m) 
against UCAR International, the 
largest US producer of graphite 
electrodes. Further trustbusting 
action is likely on several fronts 
- airline alliances, credit card . 
companies, bank mergers and 
telephone takeovers. 

It is true there are examples 
that point the other way. Last 
week the House of Representa- 
tives voted to repeal tbe Glass- 
Steagal and later laws that sepa- 
rate h anking , broking and insur- 
ance. But overall, it seems as if 
the bureaucrats of the country of 
unfettered capitalism are turning 
against Big Business, or at least 
moving to limit its behaviour - 
and the politicians are doing 
nothing to stop them. 

What lies behind this? It can 
hardly be' popular opinion. Con- 
sumer surveys give mixed evi- 
dence on such complex lawsuits. 
The compny has released an 
opinion poll showing the major- 
ity supports the company against 
the government. There cer- 
tainly no public outcry against 
big companies. 

But if popular demand is not 
the answer, then what is? There 
are four possible explanations. 
The first is that antitrust activ- 
ism appeals to what President 
Bill Clinton last month called an 
innate “suspicion of bigness”. 
Commenting on the wave of alli- 
ances among large US airlines, 
he said: “Americans often feel 
that ordinary people do not have 
enough control over their lives 
anyway, so I think there is going 
to be this questioning atmo- 
sphere." In other words, after the 
reaction against Big Government 
comes the reaction against Big 
Business. 

Last week, Mike DeWine, chair- 
man of the senate antitrust sub- 
committee, took the unusual step 


In the wake of the Microsoft suit, Richard Wolffe studies 
the reasons for the wider upsurge in US antitrust activity. 
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landmark antitrust cases 

Standard Oa 

Staten! Qfl, the creation of John D 
Rodceteftr, b he JodDook example of 
anStnst action. The company begin Be in 
Ohio ip 1870 and ws raftfcaeb ti* irto an 
off-refining gtara wan a rortet share of more 
fen sc per cent by the turn of tfv canny. . 

But It swffiy ran bib trouble, bring daryad 
uih uBlng predatay pricing ta cnoti ib rivals. 
rartraSng pipebie cfisfliniicn, and fating 
rebates not oMherahiads.h I892ffie - 
Supreme Qxit ottered RoctefeBeTs anpee. 
he Standard Off oust © desolve. But hat 
dU not (ament Staten! Off from preparing 
as a bofcSng company unfl 1911. when he 
court unbred its ted break-up Wd 34 
companies, and he flrectore to reHnqush 
heir control Rs successor - induting Mobil 
Bom and Chevron - ae stiff powerM te he 
petoteun tatsfcy. 


of urging the Federal Communi- 
cations Commission to take a 
tough stance on the proposed 
$86bn merger between SBC Com- 
munications and Ameritech. The 
merger of the two Baby Bells, he 
said, was part of a trend toward 
“something approaching the old 
Bell system". That was broken 
up by antitrust officials in their 
last landmark action in 1984. 

The message represents a 
sharp warning to the authorities 
to think twice before repeating 
the controversial decision to let 
through a telecoms merger. Last 
year. Mr Klein approved the 
$23bn merger of Bell Atlantic and 
Nynex. in spite of concerns that 
the deal would reduce telephone 
competition in the New York 
area. One senate aide made his 
concerns dean “They [the politi- 
cians] do not see antitrust mea- 
sures from a partisan view at all. 
At this very partisan time on 
Capitol Hill, this is almost 
unique. There is an agreement 
that the Jaws are there to protect 
not only businesses but also the 
consumers. 

The second possible explana- 
tion for the upsurge of antitrust 
activism is that politicians of 
every stripe are suddenly begin- 
ning to understand the power of 
the internet to transform com- 
mmerce - and they are afraid of 
one company's dominance of it 
At yesterday's launch of the law- 
suit against Microsoft, Dennis 
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International Business Magmas' antitrust 
prriteu& date back to 1933 when if was 
accused of taring users of punch card 
macMnes to buy tte punch cards. Again, it 
1952, IBM was charged wttfi ras&aftr of 
competition. A 1956 settercenl laced 
the* company to restrict its operations to 
ensure compefflkn. But the trustbustere 
were back on be cse in 1969 when IBM 
was charged wdb predatory pricing of 
computer peripherals. 

After 13 yeas of boa! wrangling, the 
Justice Department (teetered trial ca3e 
"without inert' in 1982. The effect of these 
actions, in patlcula the 1956 consent 
decree, was to create wthtii BM a culture 
o I Harness toward antitrust violations 
Lawyers became anolvBd In business 
deadens, creating bureacracy and 
slowing the cun party's responses to 
changing market coodtkns. 

H Is this effect that UenErtt tears most 


After 107 yen at the centre at IB 
telecommunications. American Telephone and 
Tetepepti was the worid's biggest buskwu 
with Mm customers and Ernest 1 m 
employees. In 1983 it ^yeed witfi the Justice 
Department to (Teak ttseH tp to form seven 
so-called Baby Bete. The Reagan 
admnistrabon argued that the break-up would 
enhance competition m tang-dtstance services, 
and end the cross-subsidies of local samces. 

State then, AT&T has buftt hsefi into a 
strong long-distance carrier mat has suffered 
ntense competition. The Baby Befis, wWcft 
have maintained tiier local monopor«s, ae in 
the process of re-yonping Into four companie s 
through mergers. Three of the ortgriai sewn 
Befts may soon be ureter one roof: the Texas- 
treed SBC Carrmurtcafions has boutfit Petite 
Tetess (in Catfome) and ins bid S66bn ior 
Ohio-based AmeritecfL 


Vacco. attorney-general of New 
York, likened the legal action to 
Teddy Roosevelt's epic battle 
against Standard Oil. 

“Antitrust laws came in the 
midst of the industrial revolu- 
tion. Today's action comes in the 
midst of a technological revolu- 
tion." he said. “Roosevelt said at 
the time that both the biggest 
company and the richest man. 
like the humblest private citizen, 
must be held to obey the law in 
order to ensure the protection of 
the law for ail.” 

It is this that seems to lie 
behind the remarkable reversal 
of some leading free marketeers 
to the anti-Microsoft cause. The 
most influential of tbe recent 
conversions is Robert Bork, the 
former federal judge. As a anti- 
trust thinker of the Chicago 
school in tbe 1970s, be advocated 
minimalist government action for 
two decades before urging a law- 
suit against Microsoft last month. 

"There seems to be a wide- 
spread impression that the Micro- 
soft controversy should be 
resolved by an ideological litmus 
test" he wrote in the New York 
Times. “Liberals are bent on pun- 
ishing success, and conservatives 
must defend Bill Gates's com- 
pany from any application of the 
antitrust laws. But the question 
is not one of politics or ideology; 
it is one of law and economics.” 

He was joined by Bob Dole, tbe 
former presidential candidate. 


whose U-turn in policy was even 
more stark. In a 1995 speech to 
the senate, Mr Dole even casti- 
gated tbe justice department for 
pursuing Microsoft. Now he says 
Microsoft’s alleged attempts to 
dominate the internet are “unfair 
to consumers". Both Mr Bork and 
Mr Dole are paid consultants to 
Microsoft's rival. Netscape Com- 
munications. 

The third explanation Is that 
the antitrust authorities have 
simply become far more activist 
because they sense that trust- 
busting is palatable to politicians 
and the public in a prevailing 
atmosphere that supports free- 
markets and is suspicious of both 
Big Government and Big Busi- 
ness. Hence, while the justice 
department always stresses that 
detailed analysis of individual 
markets and companies underpin 
its actions, officials also see a 
wider policy role. 

For Mr Klein, antitrust policy 
is not merely a means of prose- 
cuting illegal monopoly behav- 
iour, such as predatory pricing or 
exclusionary contracts. It repre- 
sents one of tbe US government’s 
most important tools for manag- 
ing the economy. 

“1 think there is a general con- 
sensus on Capitol Hill that sup- 
ports recent antitrust enforce- 
ment," said Mr Klein. "Antitrust 
is the preferred form of govern- 
ment intervention in markets, 
precisely because it aims to be - 


OBSERVER 


Helmut at home 
in Bremen 

No flashing lights, no specially 
composed anthem: Helmut Kohl 
was determined that yesterday’s 
congress of his Christian 
Democratic Union should eschew 
the gimmicks used by Gerhard 
Schroder when he was enthroned 
In Leipzig last month as the 
opposition Social Democratic 
Party's challenger for the 
chancellorship. 

But even KohPs desire to 
emphasise conservatism and 
continuity could not stop some 

razz m atazz creeping in. The 
10-minute standing ovation was 
almost certainly a record, and 
there was more than a whiff of 
stage management about the 
chants of “Helmut. Helmut" and 
the giant banner saying "Do It 
again Helmut”. 

Kohl probably deserved the 
accolades. His two-hour speech 
was well-constructed and 
well-deitvBfed. At 60, he looked fit 
and tanned and showed none of 
the signs of age and fatigue that 
marred his address to last 
autumn's CDU conference. 

Perhaps It helped to be in 
Bremen, which has become a 
symbol of his ability to come off 
the ropes fitting. Ai the 1989 
CDU congress there, he saw off 
the only significant internal party 
revolt of his 16 years of power and 
went on to unify Germany the 
following year. • 

Kohl needs all the good fortune 


he can get He enthused the 
faithful yesterday, but his poor 
opinion poll ratings suggest that he 
has yet to convince the German 
people that he is the man to lead 
them into the 21st century. 

Call me modem 

It was good to see US 
attorney-general Janet Reno in 
command of her troops yesterday 
lining up for the battle with 
Microsoft If only she was also in 
command of the technology on her 
own desk - apparently her office 
computer has got her beat 

In Miami, where she was state 

attorney-general in the early 1 990s, 
she wasn't exactly queen of the 
keyboard, but was “fairly fluent” 
with her computer. But things got 
complicated when she arrived in 
Washington. 

"It got so confusing as to what 
was on the computer or what 
wasn't, what was on the hard drive 
I and what was on the soft drive, 
that it mads it easier for me just to 
work with paper and pencil so I 
| could figure out what I had and 
didn’t have." says the woman who 
is gunning for BID Gates. 

So forget that co mp uter desktop 
- it seems that a simple wooden 
one wfli da 

Webbed feat 

Reno may not be a PC's best 

friend, but her justice department's 
website looks like it has had a 1 
makeover, maybe prepamg for all i 
the hits it’s going to be taking from I 


Microsoft's allies and enemies over 
the next few days. 

The site (www.usdoj.gov) used to 
be just as tedious as all the other 
US government sites: they tend to 
look as if bureaucrats and 
technofreaks are bringing out the 
worst in each other. 

Now there’s a welcoming 
homepage with links to places like 
“fugitives and missing persons", 
which includes pictures and gory 
stories about the 10 most wanted 
criminals and the rewards for 
shopping teem. There’s a “what’s 
new and hot” section {yesterday 
j the “hot topics" page was a trifle 

tepid, as it hadn’t been updated 

| for ID days) and a “justice for kids 
and youth" area with lots of 
cartoons and badges. 

Internet surfers will appreciate 
the absence of those annoying 
buttons saying things like: “Best 
viewed with MS Internet Explorer." 

In the circumstances, that isn't 
realty a surprise. 

Virtual reality 

Urbane, patrician Maurice Uppens, 
co-chairman of Belgo-Outch 
financial services group Fortis, is i 
trying to smooth the feathers left I 
ruffled by the less-than-amicable 
merger talks with Its new partner. 
Generate de Banque. 

He has suggested the 
negotiations were "like playing 
rugby. You get socked in the eye 
during the game, then you all go 
out and have a drink afterwards." 

The directors of Generate, who 
have been dragged kicking arid 


screaming into the deal, probably 
don’t feel much like sipping a biere 
blanche with anyone. 

Yesterday Uppens was seeking 
inspiration in Magritte, the 
surrealist whose centenary falls this 
year, in an attempt to discourage 
suggestions that Generate was 
actually being taken over by Fortis. 
he likened the deal to the famous 
Magritte paintings of a pipe, which 
bear the words: “Cegi n’est pas 
une pipe.* 

“This is not a takeover,” he 
insisted. “It is a merger." Uke 
those pouring into the big Magritte 
exhibition in Brussels, students of 
the Fortls-Gen6rale deal will be 
looking for the meaning behind the 
picture. 


High note 


Fancy penning a ditty? 
Mozambique has decided that it 
needs a national anthem that can 
be sung without imperilling 
economic development 

The current number has a 
decent tune, but the words are all 
about burying capitalism and 
exploitation. It's not easy for 
ministers to sing along in front of 
the multinational executives they 
keep wheeling in to discuss a spot 
of Inward investment. 

A competition has got under way 
to find a national anthem that gives 
a general blessing to virtues like 
national unity, independence, the 
heroism of the Mozambican 
people, work, equality and peace. 
Something, in short to strike a 
chord with everyone. 


and should be - non -regulatory. 
We should stop companies using 
their market power to basically 
tip the playing field in their 
direction." 

In terms of antitrust history, 
today’s justice department is 
hardly as politically motivated as 
the golden trustbusting era of 
Teddy Roosevelt. At the same 
time, legal experts acknowledge 
it is more interventionist than 
the Reagan administration, in the 
last comparable period of merger 
mania. Although AT&T was bro- 
ken up (by a New York court) 
during tbe Reagan administra- 
tion, the case had been launched 
years before. In general, the 
Reaganite principle was to keep 
government off the backs of busi- 
ness. and the relatively low num- 
ber of cases brought in tbe late 
1980s reflects that policy. 

In spite of his high profile 
attack on Microsoft, Joel Klein 
argues bis policies are not 
extreme. “I do not see myself as 
an aggressive antitrust enforcer,” 
he said. “In the politics of anti- 
trust enforcement 1 am in the 
middle of the spectrum." Instead 
of regulating industries, Mr Klein 
says he prefers “surgical inter- 
vention" in tbe marketplace. 

Tbe fourth explanation for the 
revival of antitrust action is that 
it comes from new ways of 
looking at markets. Karen 
Grimm, antitrust partner at Suth- 
erland. Asbtil and Brennan in 
Washington, says that trustbus- 
ters have more sophisticated 
computer modelling to assess tbe 
impact of mergers. This is espe- 
cially important as tbe current 
wave of mergers presents new 
problems as companies seek to 
concentrate their share of spe- 
cific markets. 

"There is a resurgence of anti- 
trust as well as a lot of big merg- 
ers." she says “But today’s very 
large mergers of companies with 
very large market shares and oli- 
gopolies are very different from 
the mergers of the 1970s and 
1960s. when they involved big 
conglomerates. If the agencies do 
not challenge some of these 
mergers they do not have a lot of 
credibility.” 

At least part of the new confi- 
dence among US trustbusters is 
drawn from an economic theory 
of "network effects". The gist of 
this is the claim that, in high 
technology sectors and communi- 
cations in particular, a single 
monopoly can extend its domi- 
nance into new sectors. 

This theory is controversial. 
Robert Levy, senior fellow of the 
free-market Cato Institute and a 
former chief executive of a small 
software company, says: "These 
theories do not hold water in the 
software industry. The whole 
Microsoft case should be 
scrapped lock, stock and barrel. 
This is not a capital intensive 
industry, it is ideas and the 
human intellect. Nobody has a 
monopoly on that, least of all 
Microsoft." 

Meanwhile, the trustbusters 
have already moved further 
afield. The justice department is 
concerned that its national juris- 
diction cannot cope with cross- 
border monopolies and cartels. It 
already works closely with the 
European Union’s competition 
authorities. 

Janet Reno, the US attorney- 
general. has set up an interna- 
tional antitrust committee of 
business people and academics to 
square the circle. Within the next 
18 months, the independent 
advisers are expected to draw up 
a blueprint for how US domestic 
antitrust action can fit into an 
international framework. If the 
trust-busters have their way, it 
seems, the antitrust policies of 
the US. might soon be influential 
abroad. 


100 years ago 

Selling Socks To China 
A careful eye should be kept by 
British manufacturers on the 
opening up of the upper waters 
of the Yartg-tze River, as 
American and European trade 
will doubtless play an important 
part In the developments there. 
Reference is made In a report 
on the trade between the United 
States and China by Her 
Majesty’s representative at 
Washington to the development 
of the hosiery trade in this 
connection. Amongst the 
Chinamen who have had any 
Intercourse with Europeans 
there has been of recent years a 
rapidly increasing tendency to 
adopt the woven sock of foreign 
make. 

50 years ago 

Losses By French Industry 
Paris, May 18. In reply to a 
written Parliamentary question, 
the Finance Minister, M. Rene 
Mayer, revealed how the 
principal nationalised industries 
have fared since they have been 
under State ownership. With the 
exception of the four 
nationalised deposit banks. 
Fosses have occurred in all 
cases, and, In some instances, 
even in spite of huge 
Government subsidies. In the 
coal mines the position is 
particularly unfavourable. 
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Rouble roulette 


Russia has ridden out bouts of market 
jitters In the past and will probably do so 
again. But there are still ways in which 
the current mini-crisis could descend Into 
a full-blown one. Indonesia's agony is an 
uncomfortable backdrop; with investors 
fleeing to quality, the spotlight has again 
been shone on Russia’s own debt prob- 
lems. The government is finding it hard to 
collect taxes from its people, as yester- 
day's figures rammed home. 

The signs of distress are less to the 
plummeting stock market than in the fact 
that yields on short-term government debt 
are now above 45 per cent With Inflation 
below 10 per cent, real interest rates are 
punish Ingly high This could potentially 
lead to a vicious cycle in which debt- 
servicing costs rise so high that the new 
government's apparently sincere efforts to 
rein to its budget deficit are defeated.. 
Eventually, Investors could refcse to buy 
government paper, leaving the authorities 
no choice other than to allow the money 
supply to rip. 

Before that occurred, pain would be felt 
in toe foreign exchange market. Unlike 
Asia's tigers, Russia does not have a for- 
eign currency debt problem, but it has a 
foreign debt one. If outside investors 
decided to liquidate their large holding of 
government bonds, the government's for- 
eign n-TwhHTitp reserves would be quickly 
exhausted. That would force a devalua- 
tion of toe rouble, undermining the gov- 
ernment's entire stabilisation policy. 



Tna nHg prwpTtt has promised a Slbn boost to 
warning s by toe mid of 1999. Admittedly, 
most of that will come from cross-selling 
benefits, which are less certain than cost 
savings. Even so, putting toe 9ton as a 
multiple af only seven looks harsh. While 
knitting the two together on the con- 
sumer side will take time and patience, 
gains from handing Citicorp's corporate 
client Ust to Salomon Smith Barney’s 
investment bankers should come quite 
quickly. And so far, the senior manage- 
ment appointments have gone smoothly, 
with no loss of talent from either side. 
Having been over-enthusiastic initially, it 
now looks as if investors are being too 
gloomy. 


consolidating more profits from its main 
prize, the energy group TractebeL But it 
would be churlish to grumble too much 
about this. Tractebel is crudal to Suez 
Lyonnaise’s international expansion 
plans. More important is how wisely it 
invests to this core activity from here on, 
and likewise In the water business. 

These ambitions help explain why the 
SGB offer is all in shares; some powder is 
being kept dry. But as Suez Lyonnaise can 
also food expansion by disposals, scope 
remains to tighten up toe balance sheet 
once French rules on buybacks are liber- 
alised. zt should be boldand scoop back to 
the bulk of the shares it is issuing. 


Withholding tax 


Suez Lyonnaise des Eaux 


Citigroup 


' The fell in Suez Lyonnaise des Eaux’s 
share price yesterday is a useful reminder 
that, no matter how fine the strategy 
sounds, tire price needs to.be right too. No 
one is going to argue . .with Suez Lyon- 
mpse’s mission to refocus- on utilities. The 
urgency with which the management is 
reshaping the portfolio had definitely 
earned the stock its 20 per cent-pfas out- 
performance of the French market since 
October. But only the most stubbornly 
nationalistic Belgian shareholder is likely 
to shun the 21 per cent premium - to 
Friday's expectant close - that Suez Lyon- 
naise is offering for the minority of 
Soddtt Gdnbrale de Belgique. 

The immediate quibble is that Suez 
Lyonnaise’s turning s win not go up as 
much as was hoped from toe simple act of 


a has not taken long for the rapture to 
fade. When Travelers and Citicorp 
announced a merger, enthusiastic inves- 
tors marked -up their combined market 
value by $30bn ta.jp.66bn. Six weeks later, 
barely $7bn of that increase is left - 
almost aU of it to the share price of Citi- 
corp, which produced some good quar- 
terly figures in the intervening period. 
Yet the stock market lias been flat and 
toe deal has faced no unexpected regula- 
tory or other upsets. 

Clearly the market whipped itself into a 
frenzy on toe first day, mesmerised by toe 
boldness and sheer size of the new CSti- 
. group. That excitement has rightly given 
way to worries about how to merge and 
manage such a complicated financial 
supermarket. 

Is toe market now getting it right? The 


Some European Union governments are 
good at frightening their citizens into 
declaring and paying tax on European- 
held savings. Some are not so good, and 
want to crack down on toe tax-dodgers 
once and for alL The big idea is contained 
in a European Commission draft directive. 
The snappy document suggests that EU 
countries do one of two things; they either 
impose a withholding tax at source, or 
they pass on the relevant information to 
other member states. 

Not only is this an inefficient way of 
dealing with the problem, but it could also 
hit the issuance of European bonds, dam- 
aging toe European capital markets' com- 
petitiveness. 

First, the proposals do not folly tackle 
the problem. Banking secrecy laws mean 
a number of EU countries would not be 
able to swap information on bank 
accounts and Interest payments. And a 
withholding tax would simply push inves- 
tors to keep their savings in nan-EU coun- 
tries, such as Switzerland. ' 

But ft Is the damage this move could 
have on the eurobond market in the EU 
that shnwid send toe drafters of thin direc- 
tive bade to the drawing-board. Under the 
proposal, issuers of European bonds will 
surely end up bearing some of the admin- 
istrative cost of implementing the with- 
holding tax. In an in ternational market, 
such as that for eurobonds, issues and 
investors will simply move to more effi- 
cient markets, such as the US. The EU 
tampers with, the free flow of capital at its 
peril 
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Europe today 

Northern ScancJanavia will be odd 
with showers and mountain snow. 
More southern parts wU be mostly 
fine. The eastern Alps and eastern 
Austria wffl have showers but the 
Balkans and south-east Europe wffl 
have thundery downpours. The 
Iberian Peninsula wBI have spefts of 
hot sun but scattered thunder- 
storms wffl develop Wand. The 
centra) Mediterranean, France, the 
Low Countries, Germany and the 
western Alps win be fine with tots 
of strong sunshine. 

Five-day forecast 
Cold air over northern Scandinavia 
wffl push southwards, reaching the 
Low Countries and northern 
Germany by Friday, bringing a lew 
showers. North-west Europe wffl 
stay fine but temperatures wffl drop 
later. Spain and Portugal wffl 

remain hot bur thundery. The Alps 

wffl become wet by Friday. 
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Indonesian 




speaker tells Suharto to go 


By John JOddtog ml 
Seeder Tboenes In Jakarta 


President Suharto's 32-year grip cm 
power in Indonesia suffered a severe 
blow yesterday when a parliamen- 
tary leads: demanded he resign. 

The surprise call by Harmoko, the 
speaker nr parliament and an ally of 
Mr Suharto, prompted expectations 
of an imminent 'departure "by the 
Indonesian leader after weeks of pro- 
tests. 

However, General Wiranto, Indo- 
nesia's top military officer, dis- 
missed the parliamentary demand, 
raising the threat of conftcajtation 
between the armed forces and civil- 
ians. “Based an the country’s consti- 
tution, the statement has no legal 
basis,” the general said. 

He said the demand represented 
only toe views of individuals. 

In spite of hia comments, there is a 
growing belief that Mr Suharto will 
soon be forced from power in the 
wake of riots which left more than 
600 dead in Jakarta last week. - 

The unrest has been fuelled by 
demands for political reforms and 
anger over a deepening economic 
crisis. Students resumed protests. 


yesterday as several thousand dem- 
onstrated at the parliament and 
delivered a petition urging Mr 
Suharto's departure. 

Auden Rais, & Moslem leader, said 
millions would protest tomorrow, 
the anniversary of toe nationalist 
movement . “Suharto must go: the 
sooner toe better," he said. 

The impression of a leader under 
siege was underlined last night 
when tanfcs and armoured personnel 
carriers arrived outside Mr Suharto's 
bouse to re i nforce the presidential 
guards. However, Moatctjfb, Indones- 
ia's Intelligence chief, said Mr 
Suharto remained “calm" and would 
explain . political developments 
today. This would break a public 
silence maintained since be returned 
early from an official trip last week. 

While some viewed. Mr Harmoko's 
statement as a sign the succession 
.process was under way, diplomats 
and bankers were cautious. 

"Even if this really is the start of 
the succession, it. might take time, 
and Suharto may impose con- 
ditions,” said one diplomat. “He has 
never looked like going easily." 

Bankers and diplomats said they 
believed Mr Suharto's departure was 


necessary for recovery, but they had 
concerns about transition. There is 
no dear successor, and a real danger 
of a power vacuum," a diplomat 
said. “It is far from dear that the 
procedures and personalities of suc- 
cession wodld be acceptable to stu- 
dents and political opponents.” . 

General Wbranto's statement tight- 
ened the focus on the military as the 
most important power broker In 
Indonesia: The general, viewed as a 
possible successor to Suharto, » 
believed to face a challenge from Mr 
Suharto's son-in-law. General Pra- 
bowo Subianto. who met the presi- 
dent until late last night. 

“Factionalism ^mnng the military 
is now my biggest fear," said an 
investment banker. “That would 
lead to-a shooting match." 

Pears of more unrest prompted a 
sharp fall in Jakarta's markets 
yesterday. The rupiah fell more than 
10 per cent to below I2j000 to the OS 
dollar, while the stock market lost 
almost 3 per cent before rebounding 
after Mr Harmoko's statement Com- 
panies linked to the Suharto family 
were hardest bit 
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CaB to delay debt talks, Pago 8 
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G8 leaders 9 silence helps send 
yen to lowest level since 1991 




Ten to Tokyo 
and ffidnrd Adams to London 


The Japanese yen yesterday fell to 
its lowest level against the US dollar 
since 1991, weighed down by upheav- 
als in Indonesia and lack oF support 
from the Group cf Bight summit. 

. When markets opened, traders Jos- 
tled to sell toe currency - spurred 
by the absence of references to the 
yen in the G8 communique and con- 
firmation by US officials that US and 
Japanese leaders did not mention 
the exchange rate at the meeting. 

Further bad news about the credit 
crunch, caused by the banks' efforts 
to improve their balance sheets, 
intensified toe pressure on toe yen, 
which fell by more than l per emit 

During Tokyo trading bouts, the 
yen fell from Yl 33.95 to Y135.4 
against toe dollar, and continued 
felling when the London and New 
York markets opened- By the end cf 
trading hours in London,, toe yen 
was worth YT36.ll, its weakest rate 
against the dollar since September 2, 
198L Paul Chertkow, chief currency 


strategist at the Bank of Tokyo- 
Mitsubishi in London, said the yen’s 
weakness was “a- consequence of a 
policy mix that does not appear to be 
working”. 

Ryutaro Hashimoto, prime minis- 
ter, said Japan was not slipping into 
a deflationary spiral, but admitted - 
the economy was deteriorating. His 
management of the economy 
prompted three leading opposition 
parties to agree to submit a motion 
of no confidence in parliament, if the 
motion, were to be passed^ Mr Hashi- 
moto would be farced to step down 
or call a snap election. 

Haruhlko Knroda, a senior finance 
ministry official, warned Japan "was 
prepared to take appropriate mea- 
sures” to defend toe yen. But traders 
reported that the Bank did not inter- 
vene in toe market, and London ana- 
lysts dismissed the statement as 
“jawboning”. 

The currency has also been weak- 
ened by speculation the Bank of 
Japan might cut interest rates at its 
meeting today. But several members 
fear a cut would further weaken the 


yen. Rates have been at 03 per cent 
since the end of 1995. And the yield 
on the 10-year benchmark govern- 
ment bond yesterday fell to a record 
low of 1.265 per cent 
Osamu Watanabe, a trade minis- 
ter. hiampri the yen's weakness an 
Indonesia's economic crisis. -'The 
Indonesian currency has become 
untradable, according to emerging 
markets brokers in London. With no 
reliable offers, market traders talked 
of the rupiah being priced at about 
Rpl2,500 to the dollar. 

The impact of toe crisis fen most 
heavily on Russia. The country’s 
central bank was forced to put out a 
statement affirming its support for 
toe Russian banking system^ 

The rouble came under speculative 
attack, but 01% Vyugin, Russia's 
deputy finance minister, ruled out 
devaluation. “We are going to pre- 
vent attacks against exchange rate 
and. this is why we have SO per cent 
yields today on the domestic mar- 
ket," he said. 
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GEC-AJsthom pats tiopes in Eurotrain 

GEC-Atethom, the Anglo-French transport and 
engineering company that is due to be floated, is 
facing a shortage of orders for the TGV. its 
high-speed train. That partly explains the impor- 
tance attached to this month's successful demon- 
stration In Germany of the so-called Eurotrain sys- 
tem, which may be bought by Taiwan. Page 22 

Proton faces test on tariff removal 

The Asian economic crisis has dented demand for 
Malaysia's national Proton car, despite recent 
sales promotions. But analysts say Proton must 
undertake extensive restructuring to prepare for 
2003, when it faces a stiff er challenge - the 
removal of tariffs on foreign cars. Page 26 


Karachi awaits bomb decision 

Pakistan's stock market 
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continued to fall on wor- 
ries over the economic 
outlook If a decision to 
go ahead with a nuclear 
test brought US-backed 
sanctions. Share prices 
have fallen more than 
1 1 per cent since last 
Monday's nuclear tests 
by India brought height- 
ened tension across 
south Asia. Many ana- 


lysts say the concern is that foreign investors will 
puH out at the first sign of US sanctions. Page 44 


Argentina mining prospects blighted 

With big projects scheduled and a strong explora- 
tion effort, mining In Argentina seemed set for . 
rapid development this year. But lower metal 
prices, rows over royalties and the after-effects of 
the Bre-X scandal have slowed exploration and 
raised questions over some projects. Page 34 


Endesa launches public offer 

Endesa, the Spanish power group, has launched 
the registration period for its record-breaking 
Pfa1.164bn ($7.7bn) privatisation. The sale, at cur- 
rent market prices, is double the size of an offering 
of Endesa shares last October, which set a bench- 
mark for Spain's capital markets. Page 32 


Milan falls as stocks go ex-dividend 

Early weakness on Wall Street and continuing ten- 
sions in Asia contributed to a week stock market 
performance in Milan. The Index was also affected 
after 80 stocks went ex-dlvlcfend. Page 44 


Pressure mounts for Opec cuts 

Pressure is growing on the Organisation of Petro- 
leum Exporting Countries to make fresh crude oil 
production cuts when oil ministers meet In Vienna 
on June 24. But some analysts argue that such a 
move may be unnecessary. Page 38 


World index expands 

From today our table on the FT/S&P World Index, 
an important benchmark for international 
investors, has been expanded to include European 
regional indices covering the new Euro 
monetary Woe, Page 41 
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Moscow stock market falls by 11.8% 

Trading suspended as fears of rouble devaluation prompt heavy selling 


By Cartotta GaB la Moscow 


Worries about Russia's 
financial position and fears of 
a rouble devaluation forced a 
fourth day of heavy selling on 
the Moscow stock market yes- 
terday. The benchmark RTS 
share Index closed at 227.81, 
down 11 iS per cent and trading 
was suspended for 20 minutes 
in the middle of the day during 
a shar p plunge. 

Russia’s stock market fell by 
almost 15 par cent last week, 
with investors appearing to 
abandon the high-risk market 
for safer havens after the 
recent problems of other 


emerging markets such as 
Indonesia, Mexico and Hong 
Kong. Russian stocks have 
fallen by more than 50 per cent 
since October. 

Brokers say lack of investor 
confidence also stems from the 
poor state of Russia's public 
finances. Tax collection is' not 
improving and low world oil 
prices mean government reve- 
nues have an additional 
hit. 

Meanwhile Russian miners- 
have blocked trains an the 
Trans-Siberian railway far sev- 


eral days to press demands for 
payment of $800m in wage 
arrears. 

The central bank, which 
raised its Lombard rate - the 
rate at which it lends to com- 
mercial banks - from 30 per 
cent to 40 per cent for 15-day to 
30-day money on Friday, said 
it was confident It had done 
enrnig h- it was also calm about 
fears of a rouble devaluation. 

But brokers said the last few 
days have increased the risk or 
devaluation. Nervous investors 
drove yields on state treasury 


bonds up above 45 per cent 
yesterday. There are fears that 
high interest rates wfli drain 
investment from the economy 
and the stock market and that 
the central bank will not have 
enough reserves to back the 
rouble. 

“Investors were waiting for 
some signal from the central 
bank that .it recognises what is 
happening," said Par Mells- 
trom. the head of research at 
Brunswick Warburg, a Moscow 
brokerage firm. “But [the 
statement] was not enough 


to calm the markets.” 

Mr Mellstrom said that yes- 
terday’s sharp fall in share 
prices may have been due to 
local factors. “It was a bit of 
over-panic," he said. “It was 
mostly Russian investors sell- 
ing small orders but it is symp- 
tomatic of the lack of confi- 
dence generally." 

Stocks in leading oil com- 
pany Lukoil fell to $12.45 from 
$13.95 on Friday, while the 
electricity utility company 
Unified Energy Systems 
dropped to 21.90 cents from 


25.11 on Friday. “Russia has 
clearly suffered more than 
other emerging markets," said 
Stephen Sullivan, the Joint 
head of research at United 
Financial Group, a Moscow- 
based investment bank. last 
week. 

"In addition to general 
emerging market worries, Rus- 
sia is hurt by domestic con- 
cerns such as rising Interest 
rates and the cap on foreign 
share ownership In Unified 
Energy Systems, one of Rus- 
sia’s leading companies.” 
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Pinault in 
$1.2bn deal 
to take over 
Christie’s 


By David BlackweU in Loudon 
and Andrew Jade to Paris 


Franpols Pinault. one of 
France's most charismatic 
businessmen. yesterday 
launched a full takeover bid 
for Christie’s International less 
than a fortnight after buying a 
29 per cent stake. 

His bid, through his holding 
company Artemis, values 
Christie's at £72lm ($i.2bn), 
and was backed by the board 
of the famous auctioneer, 
which was founded in 1766. 

Mr Pinault, the son of a 
Breton forester, aims to add 
Christie’s to a list of trophy 
assets that includes Chateau- 
La tour, the celebrated Bor- 
deaux wine label, and Vail, the 
exclusive Colorado ski resort. 

in private, he is a prodigious 
collector of contemporary 
American art and a man who 
rarely gives interviews or 
explains his business deci- 
sions. His Involvement in 
Christie's raises questions as 
to- bow. be will be able to keep 
his head down in such a high- 
profile business. 

However, he is seen as a 
long-term investor, with a 
hands-off management style. 
Artemis went out of its way to 
stress its "long-term commit- 
ment and support for the man- 
agement in implementing the 
long-term strategic develop- 
ment of the business”. 

Christie's shareholders have 
been offered 396p a share, and 
will be entitled to the 4p final 
dividend. The offer price con- 
firms speculation that Mr Pin- 
ault paid 4Q0p a share for his 
initial stake, bought for an 
undisclosed price from Joseph 
Lewis, the Bahamas-based bil- 
lionaire. The company has 
been listed on the London 
Stock Exchange since 1973. 

“It is a pretty full price, and 
I would not expect any great 
opposition to it,” said Guy 
Bell, analyst with brokers Bee- 
son Gregory, adding that he 
would be surprised if any 
other bidder were to emerge. 

The French group, which 
owns property and financial 
service businesses, has made 
its move Just as the closed 
world of the French auction 
business is poised to be opened 
up to the big international 
houses in compliance with EU 
competition law. 


Comment, Page 27 
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Palladium hits record high as 
industry warns of shortage 


By Kenoetti Booting, 
Mining Correspondent 


The price of palladium, a 
metal vital in making mobile 
phones, laptop computers and 
anti-pollution vehicle cata- 
lysts, jumped to record levels 
yesterday, overtaking the pride 
of platinum for the first time. 

Short-term worries about 
supplies from Russia, the big- 
gest producer, pushed palla- 
dium up to $417 a troy ounce 
at its London afternoon "fix- 
ing”, up nearly 7 per cent from 
Friday’s $392. Platinum was 
“fixed” at $405 an ounce, up $2. 

At the beginning of 1997 pal- 
ladium was $120. 

Palladium is used in capaci- 
tors which control power sim- 
ply in many electronic prod- 
ucts and is also used as a 
catalyst to help reduce pollut- 
ant emissions in cars. It is 
closely related to platinum, 
but palladium has applications 
in electronics which platinum 
cannot fulfill. 

Fast-growing demand for 
products which rely heavily on 
palladium will leave the world 
severely short of the metal 
early next century, Johnson 
Matthey, the world's biggest 
platinum and palladium mar- 
keting organisation, warned 
yesterday. 

The supply “crisis’* could 
arrive in relatively few years, 
said Graham Tftcombe, man- 


aging director of JM's precious 
metals division. 

• The- current price surge has 
been triggered by the Mure of 
Russia, which accounted for 
two-thirds of global palladium 
supply in 1997, to export any of 
the metal this year because of 
bureaucratic delays in the 
issue of export licences. Ana- 
lysts expect a re-run of last 
year when Russia did not 
export any palladium or plati- 
num in the first six months. 

However, Mr Tftcombe was 
warning about medium-term 
difficulties which "will make 
the events of the last 18 
months look relatively 
serene”. He referred to a big 
gap between palladium supply 
and demand that has built up 
in the past five years and been 
filled only because Russia was 
able to sell from its stocks. 

JM, in its latest market sur- 
vey yesterday, said demand for 
palladium soared by 21 per 
cent last year to an unprece- 
dented 7.46m ounces. Supply 
was only 7.25m ounces. 

Russia contributed 4.5m 
ounces to palladium supplies 
in 1997 compared with its esti- 
mated production of 2m 
ounces. Since 1994, Russia has 
taken about 10m ounces from 
its palladium stocks, according 
to JM’s estimates. These 
stocks are likely to run out by 
2002 while Russia is unable to 
increase output 


Jeremy Coombes. JM's gen- 
eral manager, marketing, said: 
“Russia should tell the world 
what stocks it has, so consum- 
ers know how much time they 
have left.” 

The automotive industry 
could substitute platinum for 
palladium in some catalysts, 
while the electronics industry 
could use nickel as an alterna- 
tive. he said. 

Mr Titcombe implored 
vehicle makers to increase 
efforts to switch to platinum. 

South Africa has vast 
reserves which could be 
brought into production. 
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Seagram outlines 
funding plans for 
PolyGram offer 


By AOce Rawsthom to London 
and lMBam Lewis m New York 


Seagram is considering 
proposals to float its Troplcana 
fruit juice business and to sell 
its 11m shares in Time 
Warner, the US media group, 
to finance its planned $10bn- 
plus acquisition of PolyGram, 
the Dutch music and film com- 
pany. 

Edgar Bronftnan Jr, chief 
executive, yesterday won 
board approval to submit an 
outline cash and shares offer 
for the 75 per cent of Poly- 
Gram owned by Philips, the 
Dutch electronics concern. 

Philips’ supervisory board 
will consider the offer at a 
meeting in Amsterdam today. 
Seagram, advised by Morgan 
Stanley, also hopes to acquire 
the 25 per cent of PolyGram’s 
shares in public issue, but has 
not yet decided bow to struc- 
ture that transaction. 

The Canadian drinks and 
entertainment group hopes to 
acquire PolyGram for SlObn, 
but Mr Bro nfman is believed 
to be willing to raise the total 
value of his bid to $l0.5bn if 
necessary. 

Mr Bronfman is understood 
to be confident of financing a 
$10.5bn deal without making 
disposals. 

However, Seagram is seri- 
ously considering staging an 
initial public offering for 
Tropicana, which mustered a 
14 per cent increase in profits 
before tax and interest to 
$235m in 1997 on sales up 4 per 
cent to $2.1bn. 

Seagram is also considering 
the sale of its lim Time 
Warner shares, valued at 


roughly $9D0m on the New 
York stock market yesterday. 
The Canadian group bought 
57m Time Warner shares in a 
series of transactions during 
the mid-1990s, but has sold 
them at intervals since acquir- 
ing MCA, the entertainment 
group. In 1995. 

Last week, two US invest- 
ment consortia threatened to 
mount counter-bids for Poly- 
Gram. One consortium, com- 
posed of Forstmann Little and 
Thomas H. Lee, the leveraged 
buy-out funds, and advised by 
Michael Ovitz, the former Hol- 
lywood talent agent, was last 
night trying to decide whether 
to bid. The second, led by Don- 
aldson Lufkin & Jenrette, the 
banking group, has with- 
drawn. 

Seagram hopes to stave off 
the threat of other counter- 
bids by submitting its outline 
offer to Philips today. 

Mr Bronfman has not yet 
decided how to restructure its 
entertainment interests if the 
PolyGram bid comes off. He 
held several meetings in New 
York last week with Alain 
L^vy. PolyGram 's French-boro 
president, thereby fuelling 
interna] speculation that the 
latter may be offered a senior 
position at Seagram. 

Mr Bronfman hopes to add 
PolyGram’s record labels - 
which include U2, Bob Marley, 
Sheryl Crow, Pulp and Hanson 
among their acts - to Univer- 
sal Music, one of the old MCA 
businesses. PolyGram's film 
company, the largest in 
Europe, would be folded into 
Universal Studios. 
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Fortis and Suez Lyonnaise 
launch Belgian takeover bids 


By NeS Buckley to Brussels 


Two takeover bids totalling 
almost SIBbn were launched in 
Belgium yesterday, presaging 
both a big new European 
financial services group and 
one of the biggest corporate 
Upheavals in the country's 168- 
year history. 

Fortis. the Belgo-Dulch 
insurance and ba n k i ng group, 
made a BFr409bn <$10.8bn). 
seven-for- three share offer for 
Gfinerale de Basque, Belgium's 
biggest bank. 

Simultaneously, France’s 
Suez Lyonnaise des Eaux 
unveiled a one-for-one share 
offer worth BFriTShn for the 
36.5 per cent it does not 
already own of Sodfitfe Gener- 
ate de Belgique, Belgium's big- 
gest holding company. SGB 
has stakes in both Fortis and 
Gtaferale de Basque. 

The bids, both agreed with 
their targets, are the two big- 
gest in Belgian corporate his- 
tory in value terms. They are 
examples of the restructuring 
of Europe's financial sector 
before the arrival of the single 
currency and of the gradual 


erosion of national boundaries 
in corporate Europe. 

Belgium will see SGB. its 
oldest and most prestigious 
company whose Interests mice 
accounted for almost a third of 
gross domestic product, fall 
entirely into French hands. 
Gdnfrale de Banque, which 
SGB spun off in the 1930s, will 
be absorbed into a larger, bi- 
national group. 

The probable disappearance 
of both companies from the 
Brussels bourse, combined 
with other corporate restruct- 
uring, will rewrite the Bel-20 
index of leading shares. 

For France's Suez-Lyon- 
naise, the deals mark the big- 
gest simplification of its Bel- 
gian interests since it stepped 
in as “white knight" to defeat 
a takeover hid by Italy's Carlo 
De Benedetti in 1988, and 
ended up with two-thirds of 
SGB 

They are another step in its 
strategy of focusing on utility 
businesses, and .will 
strengthen its role as a self- 
professed Fran co-Belgian 
group, increasing the propor- 
tion of total group assets 


located in Belgium from 34 to 
47 per cent. 

In return for seeing two 
well-known names absorbed 
Into other groups. Belgium 
will get the Grande Banqne 
Beige it has coveted. 

The enlarged Fortis will 
have assets of almost 
Ecu300bn and be one of 
Europe's top 15 financial ser- 
vices groups - including banks 
and insurance businesses - by 
market capitalisation. It will 
rank just behind Germany's 
Munich Re, Aegon of the 
Netherlands, France's Axa- 
UAF and Italy's Generali, and 
ahead of NatWest of the UK, 
Swiss Re. and ABN Amro of 
tile Netherlands. 

Fortis will restructure itself, 
bringing its own banking 
assets under the umbrella of 
General e de Banque. The 
h anking business, accounting 
for two-thirds of profits and 80 
per cent of assets, will be 
based in Belgium, with the 
insurance businesses run from 
the Netherlands. 


Observer, Page 19 
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1911: the lost city of the ancient 
Incas is discovered. 


1997: a ground-breaking new source 
of capital is discovered. 


High yield debt has crossed the Atlantic and. «rth the help 
of Goldman Sachs, companies in Europe and the UK are 
reaping the benefits of the Euro-denominated market 
From syndicated lending to mezzanine financing to high 
yield debt for leveraged finance, turn to Goldman Sachs. 
And unearth a wealth of new financing opportunities. 
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UTILITIES RATIONALISATION OF ASSETS SHARPENS FRENCH GROUP'S FOCUS 


Suez Lyonnaise in Belgian shake-up 


By Ne8 BacHey In Bmssate 
and Andrew Jack kt Parts 

With two historic deals 
yesterday, France’s Suez 
Lyonnaise des p«tiT under- 
took the bluest rationalisa- 
tion of its Belgian assets in 
10 years, left itself more 
firmly focused on utilities 
and turned itself into more 
of a ‘’Franco-Belgfan* group 
than ever before. 

Us bid for fall control of 
Soctetfr Gfrn&rale de Bel- 
gique, and the merger of two 

of SGB's mam assets. Gener- 
ate de Banque and Fortis, 
will leave it with two princi- 
pal direct stakes in Belgium. 

One is a 24.5 per cent 


stake, soon to be reduced to 
20 per cent, in an enlarged 
Fortis - one of Europe’s 15 
biggest financial services 
groups. 

The other is a 5(13 per cent 
Stake in Tracte bel, the fast- 
growing energy utility set to 
become one of Suez's cure 

activities. 

The moves are the latest 
steps In the rapid restructur- 
ing undertaken by G4rard 
MestraOet since he became 
chairman in 1996. 

In two years, he has 
purged Suez of loss-making 
assets, and transformed it 
from diversified holding 
company into a utilities 
business based around 


energy, water, waste 

Tnanagt>m#Ht and rt fimmimi - 
cations. 

Taking full control of SGB 
- of which Suez has had 6 15 
per cent since it defeated a 
rival bid by Carlo De Beue- 
detd, the Italian business- 
man, in 1988 - seemed the 
logical next step. Given 
political sensitivities in Bel- 
gium, it is also the most deli- 
cate. 

The loss of any remaining 
Belgian control of a 175-year- 
old company whose founda- 
tion precedes that of the 
state itself is a blow to 
national pride. 

More worrying for the 
government is the possible 


impact cm Tractebel, one of 
the country's most impor- 
tant industrial assets. 

Suez-Lyonnaise may be 
content simply to be able to 
consolidate 503 pa- cent of 
Tractebel's profits, instead of 
32 per cent now - an impor- 
tant step towards fulfilling 
its pledge to double earnings 
per share by 2002. 

But analysts predict 
clashes over the desire of 
Tractebel to be master of its 
own fate, and particularly to 
merge with Electrabel, the 
electricity monopoly in 
which Tractebel already 

owns 99 per cent 

A merger would create a 
super-utility well-placed to 


take advantage of liberalisa- 
tion of the European Union’s 
electricity and gas markets. 
It would also, barring other 
changes, dilute Suez Lyon- 
naise’s stake in Tractebel to 
about 30 per cent - which 
the French parent has made 
dear it will not accept 

Another question is 
whether both. Fortis and 
Suez Lyonnaise des Eaox are 
paying too much. 

Fortis’ seveu-for -three 
share offer for Gfenferale val- 
ues the bank's shares, ex- 
dividend. at BF rf}4,728 - a IS 
per cent premium to the 
average market price over 
the past 10 working days - 
and the bank itself at 



r 


BFT4QSbn ($iLi2bn). The 
market response was sharp 
foils in Fortis' shares in 
Brussels and Amsterdam. 

Suez Lyonnaise Is. offering 
one of rte shares for every 
SGB share - valuing the lat- 
ter at a 2a per cent premium 
to Friday's closing price - 
plus a possible additional 
payment linked, to- Suez’a 
share press In the first quar- 
ter of 2001. 

One Paris analyst- called 
the price “generous”. Reac- 
tions to any future moves 
regarding Tractebel may 
prove whether the offer, has 
bought the French group 
political capital in Belgium, 
as well as assets. 


Fortis to restructure after Generate merger 


By Gordon Qranft In Amsterdam 

Fortis is to reshape its 
elaborate organisational 
structure as a result of the 
G&terale deal. 

The Belgian and Dutch 
Fortis units are to put their 
separately held assets and 
liabilities into the group, 
with each becoming only a 
holding vehicle. 

The changes will also 
increase the influence of 
shareholders at Fortis’ 


Dutch arm, in line with a 
government push towards 
better corporate governance 
in the Netherlands. 

Fortis plans to use Gener- 
ate as the foundation for all 
its hanTriwg and investment 
operations. “All insurance 
activities worldwide will be 
aggregated to form the build- 
ing blocks of a single Fortis 
insurance group.” the com- 
pany added. That side would 
be run mainly from Utrecht. 

However, indicating the 


limits to the process, the 
groqp said: Tortis’ principal 
hanking entities have estab- 
lished insurance subsid- 
iaries {which] will con- 

tinue to be part of the bank 
through which they distrib- 
ute their services." 

Fortis added that for both 
sides of the business, values 
of strong existing brands 
would be preserved. These 
include ASLK-CGER in Bel- 
gium and VSB Bank north of 
the border. 


Operational integration, 
due to start next January, 
will involve no compulsory 
redundancies, and savings 
on outlays are not promised 
in the first three years. How- 
ever. by 2002 these should 
lift pre-tax profits by 
EcuSOOm ($33 Lm) a year, 
mostly from efficiency gains. 

“It 1s UOt earntega - ^nhnn ft. 
ing straight away,” said 
Hans Pterijgers, of Kempen & 
Co in Amsterdam. But he 
added: “In the long run it 


could work quite well - it is 
an acquisition they really 
needed for market power.” 

A single-tier board will 
run the group, as well as 
Fortis AG and Fortis Amev, 
respectively its Belgian and 
Dutch holding companies: 
“Effectively it Is one board 
with three different hats,” 
said Mr Phillips. 

Fortis Amev is opting out 
of a regime requiring a sepa- 
rate supervisory board and 
is conferring full voting 


rights on its shares, which 
until now investors could 
hold only as depository 
neoefots. 

The w-nnnmtc rights of ah 
AG share have been set at 
4.5 times those of one in 
Amev to create an 
equalisation ratio allowing 
for current differences in 
price and net asset value. 
Bach wfll be entitled only to 
an annual dividend, subsum- 
ing the interim payment at 
Amev. 


GEC Alsthom puts 
its hopes aboard 
the Eurotrain 

Shortage of TGV orders is forcing group to 
look at new markets, writes David Owen 



I nside a hangar -like assem- 
bly hall In the trendy sea- 
side resort of La Rochelle 
in western France, men in 
blue overalls are at work on 
metallic grey troai A grande 
vitesse coach bodyshells. 

The finished coaches 
should soon be plying the 
route from Seoul to Pusan in 
South Korea as part of one 
of the biggest export orders 
for the celebrated French 
high-speed train. The con- 
tract involves 46 so-called 
TGV train sets, some of 
which will be built in Korea. 
The first trainset, shipped 
from La Rochelle, arrived at 
its Asian destination in 
April 

The TGV is probably the 
best-known product of GEC 
Alsthom - soon to be known 
as Alstom - the Anglo- 
French transport and engi- 
neering company which is 
expected to be floated next 
month. 

The group is likely to be 
valued at about £4bn ($&5bn) 
in one of Europe's largest 
public share offers this year. 
It is currently a joint ven- 
ture between Alcatel Als- 
thom of France and the UK's 
General Electric Company. 
The Dotation will involve up 


to 58 per emit of its capital. 

The 1 km-long Aytrt plant 
where the men are working 
has produced a high propor- 
tion of all the TGV coaches 
buflti With l^soo employees, 
it is one of the GEC Alsthom 
transport unit’s main Euro- 
pean manufacturing facili- 
ties. Others include Barce- 
lona in Spain. Valenciennes 
in northern France, Sahgit- 
ter in Germany and Belfort 
in eastern France, which 
manufactures the TGV loco- 
motives. 

However, the TGV is now 
a dwindling part of the over- 
all activity of the transport 
division, which accounted 
for more than onfrquarter of 
the company’s Eculi.lbn 
<$l2bn) sales in the year to 
end-March 1998 and a similar 
proportion of its Ecu599m 
operating income. 

By the group's reckoning. 
this puts it second in the 
world rail transport league 
with 14 per cent of the mar- 
ket, just behind Adtranz 
with 15 per cent and ahead 
of Siemens, Bombardier and 
Ansaldo with U par cent, 5 
per cent and 4 per cent 
respectively. 

Thierry Smagghe, man- 
ager of the Aytrfe pl a nt , says 
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Train in van: no new orden from SNCF could mean first intamqition in production in more than 20 ye an 


that In peak years “one TGV 
coach was being sent out of 
the plant every day". This 
year the factory will make at 
most 80 coaches. 

Indeed, if new orders are 
not received from SNCF, the 
state-owned French rail 
operator, or abroad within 18 
months, Mr Smagghe 
acknowledges that Aytr£ 
may face its first interrup- 
tion in TGV coach produc- 
tion in more than 20 years. 
This could occur after the 
French part of the TGV 
Korea project is completed 
at the end of 1999. 

T he shortage of TGV 
orders in part explains 
the importance attached 
to this month’s successful 
demonstration In Germany 
rtf the so-called Eurotrain 
high-speed train system, 
which may be bought by 
Taiwan. 


The company, in partner- 
ship with Siemens of Ger- 
many, has been selected as 
“best applicant” for the pro- 
posed rail system Unking 
Taipei with Kaoshuing, 
nearly 350km away. 

The ¥20hn project has been 
described as the world’s larg- 
est transport infrastructure 
project currently under 
development, and According 
to Mr Smagghe, rolling stock 
would account for just under 
10 per cent of the overall 
price tag. Denis Godefroy, 
strategy and industrial 
resources manager at Aytrt. 
says that if the company 
wins the contract, “it would 
be twice the capacity of this 
factory for two years". 

While it waits for the 
green light from Taipei, the 
company has worked hard to 
secure orders for other prod- 
ucts. This is reflected by 
other work at the Aytrfe fac- 


tory, Including trains for 
Salnt-Etienne, diesel multi- 
ple units for the French 
regions and even subway 
cars for Athens. 

Transport was one of the 
main contributors to a 41 per 
cent year-on-year Increase in 
GEC AJsthom’s ordere to a 
record EculLBbn, thanks in 
part to a strong performance 
from the US. 

The company is trying to 
build on this success by cus- 
tomising its Xter regional 
express diesel multiple units 
for the North American mar- 
ket Mr Smagghe says It is 
also looking at a cheaper 
version for Asia. 

In keeping with Chairman 
Pierre anger’s desire to 
“develop further as a truly 
global company”, the trans- 
port unit now has plants as 
Car afield as Brazil, Poland 
and North America. Accord- 
ing to Mr Smagghe, the com- 


Lower Saxony to hold 25% of Salzgitter after sale 


By Gretna Bewtoy 
hi Frankfurt 

The German state of Lower 
Saxony will retain a stake of 
about 25 per cent In Salzgit- 
ter. Germany’s second big- 
gest steel pr oducer, which tt 
controversially bought ear- 
lier this year from Preussag, 
the Industrial conglomerate. 

Lower Saxony and Nord- 
deutsche Landes bank, the 


public-sector bank, 
announced yesterday they 
would sell up to 60 per cent 
of Salzgitter In a share sale 
which would raise up to 
DM861m (*483mX 
Gerhard Sdhrtder, prime 
minister of Lower Saxony 
and Social Democrat con- 
tender for chancellor in 
national elections in Septem- 
ber, provoked controversy in 
January when he moved to 


buy the Preussag steel divi- 
sion to stop it foiling into 
foreign hands. 

Mr Schrfider bought the 
division, then called Preus- 
sag Stahl, to protect the 
region’s economic interests. 
The move attracted criti- 
cism, particularly because it 
came ahead of regional elec- 
tions which Mr Schr&der 
eventuaSy won. 

Any sign that the share 


offering is less than a sue-, 
cess could be damaging for 
Mr SchrOder. 

Lower Saxony and Nord- 
deutsche Landesbank 
together paid DMLOBbn for 
the business. The new share 
offering values the company 
at between DMl.2bn and 
DMIAbn. 

Hans-Joachim SeJenz, Salz- 
gitter chief - executive, 
insisted yesterday that 


Lower Saxony would dis- 
tance itself from the 
day-to-day running of the 
company despite retaining a 
large stake. He said there 
would be “no political influ- 
ence on the company”. 

About 34~3m shares are 
being offered for sale at a 
price between DM20 and 
DM23. A further 32m shares 
win be offered in a “green- 
shoe”, or overallotment. 


option if demand is strong. 

Nord LB and Morgan Stan- 
ley. which are arranging the 
sale, said the shares would 
be sold to give an even split 
between German investors 
and foreign institutional 
investors. 

The new shares are to be 
listed on the Frankfort and 
Hanover stock exchanges. 
Trading will begin on 
June 2. 


NOTICE TO THE HOLDERS OF 

US$200,000,000 

Windbond Electronic Corporation 
(Incorporated with limited fiabSty 
in Taiwan, Republic of China) 

2 per cent Convertible Bonds Due 2083 
(the “Bonds”) 

CTJSDP No. 972657 AAS ONS No. Y95873 AA6 

NOTICE IS HEREBY GIVEN to Ibc bokfas of the outtand- 
mg Bonds of Wiabom} Electronic Corpora tree (he “CompcayT, is 
accordance with the Tern and Conditions of the Bonds, that the 
boadholdcrs’ right thenaader to convert any bond into the 
Company’s shares shall tic suspended sod shall oat be exercisable 
dating he following period (the “Suspenskm Brnod"): 

The period firm the ckve of bndseas «a Jamuy 
22, W98 np to nod inducting May 2ft, 1998. 

The next Coasotidatios Dale is h er eb y determined as fune 7. 
1998. la Ofdcr to be included in the af ore m ent i one d Consolidation 
Date, hidden wishing to convert their bonds const satana *ctr twhee 
of con version sod the bands no later tins ibc Bore of business on 
JtmeS. 1998. at the office Of Convertroa Agent. 

la addition, die Company wiB distribute a 25* stock dividend 
to its shareholders and 31,997,000 sham of Rock boons to its 
employees on May 26, 1998 (the record date). In accordance with the 
provisions at the Indenture commoting die Bonds, (be CwrwaSKM 
Prise will be adjusted from NTS23.46 per share to NT518 SI per 
rime effectively May 2b. 1998. 

Bmfiwlden should consult with the Terns and C o n i finow of 
the Bonds cmwaioed in the Offering Greater darf March fit 1996 for 
Specific prov i rions couccrahtg the oonvaskm rights attaching to the 
Bonds. 

rwrmaaifMW Wotobonu Electronics CffiBWwraK 

UniBArt\m9 BpCRBuk.lLA. as Trustee 

Doted: May 19. 1998 


Clanant seeks to 
build warchest 


BCH sets up US 
broking operation 


By WBferoHaO 
ta Zurich 

Clariant, the fast-growing 
Swiss speciality chemicals 
company, is seeking Share- 
holder permission to raise 
about SFrl.Sbn <*675m) of 
additional equity to help it 
finance further strategic 
acquisitions, following last 
year’s SFr4.6bn purchase of 
the specialty chemicals divi- 
sion of Germany’s Hoechst 

Clariant. which issued 
127m new shares partly to 
pay for the Hoechst acquisi- 
tion. plans to create SFr40m 
of sew authorised capital, it 
has no immediate plans to 
issue the shares, but says it 
wants to ensure that suffi- 
cient funds are available at 
short notice should it want 
to make other acquisitions. 

Roland L&sser, chief finan- 
cial officer, told Clariant’s 
annual results press confer- 
ence last Friday that the 


new shares would allow it to 
raise close to SFrt.Sbn In 
new equity. It would also 
enable Clariant to raise 
extra debt so that tt could 
finance an acquisition of 
between SFWbn and SFrtbn. 

The company said it had 
no intention of diversifying 
away from specialty chemi- 
cals. Rolf Schweizer. chair- 
man, also Indicated that 
Clariant’s recent sale of its 
superabsorber business to 
Germany’s BASF was the 
first of a series of divest- 
maits. ‘‘i 

Clariant’s pro-forma 
results show a 20 per cent 
rise in divisional sales to 
SFr95ba in 1997 and a jump | 
in net income from SFrllSm , 
to SFr422m. Earnings per 
share rose 75 per cent to | 
SFr58.Q5, and the group 
plans to raise its dividend by 
40 per cent to SFri4. 

Hoechst retains a 45 per 
cent stake in Clariant 


By Tom Bums kt Ma drid 

Banco Central Eflspano has 
stolen a march on the Latin 
American franchises of its 
larger Spanish rivals Banco 
Bilbao Vizcaya and Banco 
Sa ntand e r, by developing a 
private banking strategy to 
service high net-worth cli- 
ents out of New York. 

BCH said yesterday it had 
set up a stockbroking unit. 
Central Hispano Securities, 
as the first Cbm of its kind 
by a Spanish bank to trade 
on Wall Street. It added that 
It had acquired for an undis- 
closed sum Westpfrere Capi- 
tal Advisers, an asset man 1 
agement group that has 
fond* of some $33 Xm under 
management 

The investments will 
develop an 'agreement last 
year between BCH sit id the 
Rothschild Group, the bank- 
ing and investment concern, 
to offer a broad range of off- 


shore financial Instruments 
and investment opportuni- 
ties to clients to Latin Amer- 
ica. The Spanish bank has 
an established a deposit 
gathering base through some 

14>00 branches in the area 
operated by its local banking 
networks. 

BCH said It aimed to be 
managing Latin American 
funds totalling Pta750bn 
<$5bn) by 2000, up from a 
present level of Pts250bo. 

The bank is currently 
negotiating the purchase of 
a 67 per cent stake in Banco 
de Santa Cruz, the leading 
financial institution In 
Bolivia. Strongly positioned 
in Chile, where it controls 
the O’Higgins Central His- 
pano bank, BCH is also con- 
sidering the purchase of a 
large stake in Banco de-Gali- 
cia. an Argentine bank, 
through a joint venture with 
the Luksic group, its Chilean 
partner. 


By WHaro Hal kt Zwtcti nd 
Christopher Mens ki landor 

The Anglo-Swlss financial 
services giant created by the 
planned merger of Zurich 
Group. Switzerland’s biggest 
insurer, with the insurance 
and asset management arm 
of BAT industries, will incur 
exceptional charges of np to 
*L4bn from integrating the 
companies. . . 

The costs of tire $52bn 
merger, announced last 
October, were disclosed in 
listing particulars published 
yesterday. They were accom- 
panied by an increase in 
projected savings from 
S250m to $400m, to be real- 
ised over 3 years. 

Integration to the DE is 
likely to result in 1,600 job 
losses, most of which . will 
foil in foe general insurance 
operations of Eagle Star. 

The new group, to be 
called Zurich Financial Ser- 
vices, will have $34bn in 
gross annual premiums and 
assets under management of 
$375bn_ 

Rolf Hflpjpi, chief executive 
designate, said it would be a 
“global powerhouse” com- 
bining Zurich’s focus on pro- 
viding global solutions with 
toe “tremendous distribution 
and production capacity" to 
BAT’s financial services 
aim. 

ZFS will also include some 
of the best known retail 
finance brands in the US: 
Chicago-based Kemper 
Group and toe New York 
fond manager Scudder, Ste- 
vens & Clato. both owned by 
Zurich. ’ • - • 


They will join Fanners 
Insurance, the third largest; 
personal lines general 
insurer in the US, and Allied 
Dunbar, Eagle Star__and 
Threadneedle Asset Manage- 
ment. all based in the UK- 

Some gTOOm-SSOOm of toe 
exceptional charge will be 
used to raise non-fife insur- 
ance reserves of the hew 
group- British American 
Tobacco, which will con-, 
tinue as a cigarette manufeo- 
turer, will receive a cash 
payment of £700m Op.Mbn). 

BAT also revealed it would- 
take a charge of $200m to, 
pay . for its share to the 
tobacco industry’s settle- 
ment with the US state of 
Minnesota. 

Staff reductions at Eagle 
Star, regarded by analysts as. 
one of the worst performers 
among the UK composite 
insurers, would provide most 
of the projected savings. 

Zurich may s era an acqui- 
sition in continental Europe 
to bolster distribution of 
retail investment products. 
It could also buy to expand 
its share of the UK life assm- 
ance market from 2 per cent 
to 10 per cent 

ZFS, with headquarters to 
Zorich, will be 57 per cent 
controlled by Zurich’s cur- 
rent shareholders who wffl : 
receive shares in Zurich ' 
Allied and 43 per cent con- 
trolled by BAT Industries’ 
shareholders ■ who will 
receive shares ih Allied 
Zurich. 

Zurich’s investors will’ 
vote on the merger cm June 
11 and BAT shareholders on 
June 12. 


NEWS DIGEST 




pony’s west European plants 
are being used as “pilot 
sites” to enable some of 
these relatively far-flung 
plants to acquire the requi- 1 
site technologies. 

The relatively low volume 
of production far each dis- 
tinct rolling stock model 
means it is necessarily what 
the French call an “artis- 
anal” process, compared by 
Mr Godefroy to the manufac- 
ture of helicopters or buses. 
There are no robots or 
conveyor belts at Aytrfe. 

The plant is making size- 
able efficiency strides never- 
theless. Today, workshop 
teams make complete sab- 
assemblies for carriages, 
rather than, as before, per- 
forming single tasks such as 
welding, painting and 
cabling. Batch sizes and 
stocks are much swaiiw and 
productivity has improved 
five-fold. 


GE Capital ruled out of 
bid for GAN insurance 

GE Capital o! the US has faded to qualify in its bid to acquire 
GAN, tee state-owned insurance 1 group, Uib French govern- - -■ 
merit indicated yesterday. The .decision means Just four con- 
tenders remain in foe competition for GAN; AiG, Eureko, 
Groupama and Swiss Life. 

Individuals connected to the tender indicated GE Capital 
had fefled to submit the full contents of its offer by the dead- 
line at 6pm last Friday. However, the company said yesterday 
its offer had been made at the start of the evening and it was 
a -shame” it had not been accepted. 

It is also in discussions about making a bkl to take control 
of Ctedit Fonder de France, toe specialist property tender. 
Ancfrew Jack, Paris • 

EQUITIES 

Metzler sets up Duteh team 

B. Metzler. the privately owned German bank, has hired 20 
equities specialists from BZW and Credit Suisse First Boston 
to set up an Amsterdam-based operation in Dutch equities. 

It plans to set up similar "local broker" operations in other 
continental European markets such as France, Italy and Scan- 
dinavia, to fill the gap caused by the shift from national equi- 
ties business to sector-based activities by trig international 
banks. 

Describing the formation of Metzler Netherlands BV as the 
first step in this strategy, toe Frankfurt-based bank said the 
toning of the next moves would depend largely on the ava3- 
aWtty of other local equity specialists- its aim is to serve 
international institutional Investors. Andrew Fisher, Frankfurt 

INDUSTRIALS 


Barlow advances only 1% 

Weak domestic demand caused Bartow, the South African 
industrial group, to report an increase in operating profit of - 
only 1 per cent to R50Q.1m (S98.4m) for the half-year to 
March despite a good performance from Rs international sub- 
sidiaries. 

Turnover from continuing operations rose 8 per cent to 
almost RIObn, dragged down by sluggish spending on fixed 
Investment in South Africa. Analysts said the results were h 
fine wfth expectations. 

Earnings per share, excluding ex c ept i onal items and profit 
on toe sale of shares. In Persetel Q Data, deeflned 7 per cent 
to ISB^.cents. Including these Items, attributable profit mse 
40 per cent to R481.2m. 

Most of Bartow’s international businesses efid wel and 
accounted for 53 per cent of operating profit compared with 
42 per cent for the same period last year. 

The capital equipment division, propeOed by strong eco- 
nomic growth .in Spain and Portugal, made the biggest contri- 
bution to earnings, notching up a rise of 23 per cent Warren 
Clewlow, chairman, said: “We have ensured Bartow has the 
resources to move quickly, should International growth oppor- 
tunities arise.* Greta Steyn, Johannesburg 

CEMENT 

Cimpor sale raises Es131bn 

Portugal raised Esi31.4bn {S720mJ yesterday from a global 
offering of 25 per cent of Cimpor, the country’s biggest 

producer. The offettog attracted huge demand from 
smaB savers. 

More than 60IUKK3 orders were placed by retafl investors 
for almost 2bn shares. This was almost 150 times the number 
on offer, even after the institutional tranefe was reduced from 
7m to' 5.7m shares to increase the retail offering from 12.1m 
to fSAn -shaes. 

The global co-ortfinators. Banco Portuguds de invastimento 
and Morgan Stanley, are almost certain to exercise an option 
to increase the. institutional offering by a further 1.9m shares. 
The-offering was priced arEse^OO a shares a discount of 2 
per oerton Friday’s dosing price. Most small investors aha 
benefit from a discount on the offer price. 

Peter Wise, Lisbon 
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M E DIA MARKETING PROMISE HE LPS REVERSE VIACOM UNIT'S FORTUNES 


wins back 
customers 


By Christopher Parties 
In Los Angeles 


Blockbuster Video is 
enjoying a reversal of for- 
tunes 1 in the US, thanks to a 
marketing strategy based on 
a promise. 

By guaranteeing popular 
cassettes will be available - 
with a free rental if they are 
not' - it is drawing the cus- 
tomers back. Fulfilled 
pledges have also worked 
the same restorative magic 
on Viacom, its parent 

-Although down $K on 
profit-taking yesterday 
morning, shares in Sumner 
Redstone's entertainment 
group lingered dose to their 
52-weekpeak at $57% follow- 
ing Sunday's announcement 
of a *4.6hn cash deal to sell 
its non-consumer publishing 
interests to Pearson, pub- 
lisher of the Financial 
Times. 

As with Blockbuster, 
where new tactics came in 
response to pressure from 
consumers, the -publishing 
auction followed pressure 
from investors frustrated at 
the unexploited values they 
saw locked up in Mr Red- 
stone's company. 

However profitable educa- 


tional. professional and ref- 
erence books might be, they 
argued, they had no role or 
synergies to offer an enter- 
tainment company best 
known for IffTV. Rugrats and 
Paramount Studios. 

Net proceeds of about 
$3.8bn will be deployed to 
pay down group debts, 
already reduced last year by 
20' per cent to about SSbn. 

With the sale of Blockbust- 
er's fn -fitting music retailing 
arm in prospect, the group is 
adopting the form of the 
integrated companies that 
dominate entertainment 
media. 

While its corporate strat- 
egy has soothed investors, 
consumers have also 
responded quickly to Via- 
com's new profile in the 
marketplace: The success of 
Titanic. , produced in partner- 
ship with 20th Century Fox; 
gave 1997 a strong send-off. 

With first-quarter losses 
down from 11 cents to 4 
cents a share. Mr Redstone 
predicted an "outstanding” 
year for Viacom. Longer 
term, now that most of the 
misfits are being moved out, 
momentum will depend an 
the management of the 
remaining assets. 



Losses cub Sumner Redstone predicts an ‘outstanding' year for Viacom 


Ploys such as expanding 
the Sugrats franchise from a 
small-screen kids' cartoon 
into an animated feature 
film and a successful series 
of books show promise. 

Blockbuster, too, appears 


to be on the mend. Under 
new management since last 
June, by the final quarter of 
last year it was able to 
report its first increase in 
rentals since mid-1996. Busi- 
ness improved 10 per cent in 


the first three months of the 
current year, and was clim- 
bing at a rate that suggested 
Mr Redstone might soon 
have another valuable asset 
to sell, should the need or 
the occasion arise. 


SPC, Lucent in Mexican wireless deal 


By Heray Tricks 
fa Mexico City 

SPC, the Mexican tele- 
communications company 
recently created by media 
and retailing magnate 
Ricardo Salinas Pliego, has 
signed a letter of intent with 
Lucent Technologies, of the 
US. to set up a national tele- 
phone wireless network. 

The $7Q0m agreement is 
part of SPCs strategy to pro- 
vide wireless telephony to 
poor 'Mexican households 
that laek&ccessto' the fixed 


Hops offered by Telmex, the 
local telephone monopoly. 

TV Ajrteca. Mr Salinas 
Pliego's television company, 
said yesterday that under 
the agreement. Lucent 
would "plan, construct, 
implement and maintain" 
the nationwide wireless net- 
work. 

It would also provide 100 
per cent financing to SPC to 
buy the equipment and 
services. 

SPC bid $308m in a public 
auction for part of the 
nationwide spectrum that 


uses PCS (personal commu- 
nications services) technol- 
ogy allowing voice and data 
transmission over the 
airwaves. 

Mexico's Federal Telecom- 
munications Commission 
ended the wireless spectrum 
bidding process on May 8. 

SPC plans a total invest- 
ment of $lbn over the next 
five years, and is targeting 
10m households without 
access to telephone services. 

According to Javier Sarro 
Cortina, SPC chief executive, 
the aim of the wireless 


network is to provide a 
"plug and play" service to 
clients. 

In a country where Mr 
Salinas Pliego says Telmex 
has installed lines lor only 
about one-tenth of the 92m 
population, customers will 
be able to come into any 
store of his Elektra retailing 
chain, pay $50 for a tele- 
phone, plug it into a power 
outlet at home and. immedi- 
ately make or receive local 
or long-distance telephone 
calls. 

The radio signal towers 


will be built on top of the 
Elektra stores and the 
retailer, which sella white 
goods on credit to low-in- 
come familiM will also han- 
dle the billing. 

SPC says it is financing 
the spectrum acquisition by 
raising 5160m in equity capi- 
tal from private investors in 
Mexico and the US. 

It also plans to issue high- 
yield debt as a Rule 144A / 
Regulation S offering of 
Senior Notes, with net pro- 
ceeds of between $225m and 
5275m. 


AT&T, 
Yahoo! in 
marketing 
link-up 

By John Labate 
in New Yoric . 

AT&T announced yesterday 
a marketing pact with 
Yahoo!, the internet search 
engine, in the latest attempt 
by the US telecommunica- 
tions company to expand its 
reach to online consumers. 

In recent months AT&T 
has established gimflar links 
with other internet search 
engines, such as Excite and 
Lycos. • 

However, unlike those 
agreements, the deal with 
Yah oof is more a pure "prod- 
ucts and service" marketing 
plan, as it does not include 
any closer tie between 
AT&T’s own internet 
service, WorldNet, and 
Yahoo'- . 

Terms were not disclosed, 
but AT&T is believed to be 
paying millions of dollars. 

Tbe new service will allow i 
consumers reading one of 
several Yahoo! website pages 
to click an AT&T icon to | 
purchase international and i 
domestic long-distance call- 
ing services, phone cards, 
and wireless services. 

AT&T will offer a 
long-distance service at 9 
cents a minute to registered 
Yahoo! users. 

The agreement', also 
includes the use and market- 
ing of AT&T voice-enabling 
technology by Yahoo!. This 
will expand the typed "chat 
room" meetings now wide- 
spread on the internet to 
indude voice conversations. 
The new feature is expected 
later this year. 

Internet search engines 
are considered vital "por- 
tals” to the internet.- Most 
have added expanded ser- 
vices to attract more viewers 
for longer periods of time. 

AT&T’s recent agreements 
highlight the importance of 
search engines for compa- 
nies in other industries 
looking to reach new audi- 
ences. 

However, investors sent 
both companies* shares 
lower. By early afternoon, 
Yahoo! was down $2g to 
$115% and AT&T lost $£ to 
*569. 


NEWS DIGEST 


MANUFACTURING 


Eaton moves European HQ 
to be closer to customers 

Eaton, the US manufacturing group that supplies the 
automotive; construction, semiconductor and. general indus- 
trial sectors, Is to move its European headquarters from Lon- 
don to Amsterdam early next year. The company said the 
transfer would take it closer to the bulk of its customers and 
that "the availability of a diverse workforce with multilingual 
skBts was another major factor in our decision”. 

Stephen Hardis, chairman, said; "The Netherlands is a 
strong and proactive supporter of the European Community." 

Eaton sad Job losses would not be significant and that it 
did not expect the regional head office decision to affect its 
tl other facilities in the UK. Nikki Tart, Chicago 

SOUTH KOREA 

Emergency loan for Dong-ah 

Creditor banks yesterday agreed to extend a WortSOObn 
($422m) emergency syndicated loan to the Dong-ah construc- 
tion group, South Korea's 10th largest industrial group, to 
save it from collapse. The deal followed the resignation of 
chairman Choi Won-suk, the group's main shareholder, and a 
promise by Dong-ah to restructure by sdlftg subsidiaries and 
property. 

Dong-ah received three emergency loans this year, but was 
threatened with bankruptcy after it failed to secure a $250m 
loan from GSFB at the weekend, its engineering unit declared 
bankruptcy last week. i 

Dong-ah's four main creditor banks - Seoul, Korea 
Exchange, Shmhan, and Commercial Bank of Korea - also 
agreed to rollover Dong-ah's existing loans for another year 
and lower Interest rates to the prime rate. Dong-ah's net debt 
to equity ratio amounted to 349 per cent at the end ctf 1997. 

Shin Bok-young, head of SeoulBank, said the decision to 
save Dong-ah was based on the need to prevent a large 
water irrigation project the Korean construction group is build- 
ing in Libya from being discontinued. John Burton, Seoul 


ACCOUNTANCY 

Cendant fires Ernst & Young 

Cendant, the US direct marketing company that announced 
last month it had discovered potential accounting irregularities 
that might cut its profits for last year by more than SIDCm, 
yesterday dismissed Ernst & Young, the accounting firm that 
had acted as auditors for the business where the alleged 
irregularities occurred. 

The problems occurred at the membership organisation of 
CUC International, the company that merged with HFS to 
form Cendant at the end of last year. Cendant, which had 
already dismissed the former CUC's chief financial officer, 
said that Defoltte & Touche would continue to save as the 
company's principal independent auditors, and would take 
over responsibility from Ernst & Young for the restatement of 
last year’s results. 

Cendant said it expected to issue audited financial state- 
ments by the summer, and that its schedule would not be 
delayed as a result of the change in auditors, its share price 
slipped sBghtfy in morning trading yesterday, down $£ at 
$23%. ft was trading at $42 before the alleged irregularities 
were announced. John Authors, New York 




RWE - Favourable business trend continues. 

Report on the first three quarters of 1997/98 (July 1997 - March 1998) 


. : .i * 


Net sales 

In the first nfne months of 
fiscal 1997/98, the Group's 
external net sales rose by 
.2.1 % to DM 54.0 billion. 
International sales advanced 
strongly by 21-9 %; sales 
generated with customers at 
home declined by 2.3 %. 

The international share in the 
Group's net sales advanced 
from 18.1 % to 21,6 %. 

Additional companies In the 
divisions of Energy and Waste 
Management as well as In 
Mechanical and Plant 
Engineering were consolidated 
for Lhe first time, while the 
Breuer group in the Mining 
and Raw Materials division 
and the TALK LINE group In 
Telecommunications were 
deconsolidated. Sales fell by 
1.2. % when adjusted for 
consolidation effects. In the 
divisions ol Energy, Mining 
and Raw Materials as well as 
Petroleum and Chemicals the 
business trend of the third 
.quarter was. Impacted by. last 
winter's mild weather. 

Safes grew most strongly In 
Mechanical .and Plant 
Engineering where the devel- 
opment In the printing press 
sector was particularly - 


• Ket income up 9.5 % 

• PetraleumandChemtcaJs, Energy 
as well as. Mining and Raw Materials 
wTtft sfg nif i cantly Higher profits 
Divestiture of cranes and he avy-goods 
transportation completed 

• Conversion warrants for voting right 
; • reclassification successf uHy placed 


pleasing owing- to buoyant 
business abroad^ Sales in the 
Construction division were 
significantly down from the 
year-earlier level for account- 
settling reasons. Adjusted for 
consolidation effects and the - 
varying account settlements In 
the Construction division, the 
Group's internal growth 
reached 1.6 96. 

Net income 

In the first nine months of 
fiscal 1997/98, the Croup's 
net income without minority 
interests rose by 9.5 %-to 
DM 961 million. Earnings 
growth was strongest in the . 
Petroleum and Chemicals 
■ division which benefited 
above all from higher 
‘.'refinery margins. 'The,, 
divisions of Energy. as well; .. 


as Mining and Raw Materials 
also significantly improved 
their profits on the basis of 
consistently continued cost- 
cutting measures. Apart from 
the special charges incurred 
for risks from the eastern 
European operations in the 
first six months, the Waste 
Management division made 
additional prorated provisions 
for further restructuring at 
home. In Mechanical and 
Plant Engineering, net income 

in the first nine months still 
fell short of the year-earlier 
level mainly because of 
outstanding accounts in plant 
engineering. In Telecommuni- 
cations, start-up losses con- 
. tinued to rise; this was eased 
up by the prorated profit from 
the sale of TALKLINE and the 
use of the Group's provisions 
earmarked for this purpose. 
Profits. in the Construction 
v division were up on the year 


before mainly on higher income 
from foreign investments. For 
ail of fiscal 1997/98, we 
expect the consolidated net 
income to be again up on the 
year before. 

Investments 

At DM 3,970 million, the 
Group's investments, including 
acquisitions, were slightly 
down from the year before. 

This was the result of lower 
financial investments which 
had been particularly high the 
year before due especially to 
our commitments at Motor- 
Columbus and Linotype- Hell. 
Important additions to the 
Group’s portfolio of holdings in 
the period under review were 
the acquisition of 50 % of the 
shares In Fiughafen Diisseldorf 
GmbH by HOCHTIEF and 
increases of the stakes in. the 
Hungarian energy utilities 
ELMO and EMASZ. Fixed- 
asset investments remained 
unchanged in the period under 


Workforce 

First-time consolidations lifted 
the number of employees by 
4.1 % to 141,714. The share 
of the workforce employed 
abroad rose from 9.8 % to 


RWE Group 


Consolidated 
net income without 
minority interests 

External net sales 


Mining and Raw 1 
Materials 

Petroleum and 
Chemicals 

Waste Management 

Mechanical an Plant 
Engineering 
Telecommuni kati ons 

Construction and 
Civil Engineering 


Consolidated external 
net sales total 

Germany 

International 


19.4 % on March 31, 1998, 
especially through the Hun- 
garian companies consolidated 
for the first time.' Adjusted 
for consolidation effects, the 
number of employees in the 
Group fell by 5.2 %. 

Conversion warrants for 
voting right reclassification 
successfully placed 

As part of the proposed voting 
right reclassification of our 
Company, the bookbuilding 
process for issuing conversion 
warrants was successfully 
completed on April 24, 1998. 
The price per warrant was 
fixed at DM 10.50. The overall 
proceeds of DM 1.425 billion 
are above the minimum 
proceeds of DM 1.1$ billion 
as determined by the Extra- 
ordinary General Meeting. 




. Year- Change 

eariter 
period 

DM miUloft % 


878.1 + 9.S i 




KBS? 




Following the resolution of the 
Extraordinary General 
Meeting of February 26, 1998, 
this completes the second 
major step for abolishing the 
multiple voting rights. 

Essen, May 1998 

The Board of Management 


RWE Aktlengesellschaft 
Opernplatz 1, D-45128 Essen 
Phone + + 49 201/12-00 
Fax + + 49 201/12-15199 

Internet: 

http://www.rwe . d e 


We shall be pleated Id tend you 
an interim report on the business 
development in the individual 
Group Divisions. 


RWE Energie, Rhtlnbraun, RWE-DEA, RWE Entsorgung, LAHMEYER, RWE Tetliance, HOCHTIEF 


The Group That Knows How. 
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INSURANCE HOSTILE CASH OFFER FOR ALLIED GROUP 

Nationwide launches 
$1.5bn takeover bid 


By MtutaSoK 
In Hot Yoik 

Nationwide Insurance 
Enterprise, the fourth larg- 
est US general insurer, yes- 
terday launched a $i.5bn 
hostile cash offer far Allied 
Group, the largest insurer in 
Iowa. 

It is the largest hostile 
takeover bid by a mutual 
insurance company and 
offers Allied’s shareholders a 
pr emium of 69 per cent com- 
pared with Friday’s closing 
price. 

By midday. Allied’s shares 
had gained $14$ to $42$. 
This is still some way short 
of Nationwide’s offer of $47 
per Share. There is a sepa- 
rate offer of $G5m for pre- 
ferred stock. 

Nationwide said that it 
could pay for the deal with 
cash it already held on 
deposit. “We are serious 
about this and expect to 
win.* 

In a letter to Allied’s 
senior executives, Dimon 
McFersan, Nationwide chief 
executive, said he regretted 
fairing ’ the offer directly to 
shareholders. 


However, he added: “We 
are taking these steps 
because our efforts to effect 
a merger with Allied (Soup 
through negotiations with 
you and yoar board have 
been consistently frustrated. 
We have spoken several 
times -on this subject, 
starting in January, and I 
have repeatedly tried to per- 
suade you of the great 
advantages of a combination 
of our two companies.” 

Nationwide - which has 
no plans to demutualise in 
spite of recent announce- 
ments that Prudential 
Insurance of America and 
John Hancock Mutual would 
seek to float on the open 
market - said the deal 
would be driven by 
increased revenues and not 
cost cuts. 

Mr McFerson said combin- 
ing &e two companies' prop- 
erty and casualty insurance 
operations would provide 
necessary scale and that 
there was a geographic fit 
Nationwide, which is based 
in Columbus. Ohio, b active 
mainly east of the Missis- 
sippi and has recently 
started an attempt to diver- 
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Acnvrrv for the first quarter of 1998 

At the Group level. TECHNIP achieved consolidated turnover for the 
first quarter of 2,730 million French francs compared to 2,433 million 
French francs for the corresponding period of 1997. This is an increase 
of 12 %. 

Consolidated turnover 


Un millions of Freoch francs! 
Group turnover 


First quarter First quarter 
1998 1997 


TECHNIP 


DESIGN & CONSTRUCTION 
OF MAJOR INDUSTRIAL PROJECTS 


NATIONAL BANK OF CANADA 

USD 200.000.000 Hosting Rato Notes due 2001 


In accordance with the Terms and Condtrons of the Notes, 
nonce s hereby syvan that for the Interest Period hem May 19L 
1998 to August 19. 1988 the Notes vm 8 carry an interest Rmb 
of S. 79922% per annum. 

The Coupon Amount payable an the reievanx Interest Pay- 
mart Data August 19. 1998 vwffbe USD 14&20 
per USD 10.000 principal amount nmnmie., 

of Note and USD 1,48202 ^ 

per USD 100.000 principal 

amount of Note. ^^BtSSSS ESS* 
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All for the love of music 

Alice Rawsthom looks at Seagram’s motives for pursuing PotyQram 


sify its distribution system, 
away from a traditional reli- 
ance on its own agents. 
Allied is based west of the 
Mississippi and distributes 
primarily through indepen- 
dent agents. 

Hostile takeovers are rare 
In the insurance sector, 
because insurers are regu- 
lated on a state-by -state 
basis. This makes regulatory 
approval for mergers very 
difficult to obtain without 
the help of the target 
company. Acquisitions 
involving mutual companies 
are also rare, because of the 
prohibitively high legal 
costs. 

However, Cendant suc- 
ceeded in a hostile tender 
offer far American Bankers 
Insurance of Miami earlier 
this year. Large insurers 
now seem prepared to con- 
sider hostile bids, as they 
attempt to bolster their stra- 
tegic position in response to 
the large deals that have 
been seen recently in the 
banking sector. 

Credit Suisse First Boston 
acted as financial adviser 
and dealer manager to 
Nationwide. 


W hen Edgar Bronfman 
Jr, Seagram's chief 
executive, set his 
sights on buying MCA, the 
Hollywood movie studio, be 
flew alone to Osaka in "bis 
Gulfs tream IV jet to meet 
the president of Matsushita, 
its Japanese parent 
At their meeting, Mr 
Bronfman persuaded Mat- 
sushita to begin exclusive 
talks with Seagram. Free 
from the threat of a corpo- 
rate auction, he struck a 
deal to buy 80 per cent of 
MCA, which Wall Street val- 
ued at up to $lObn, for 
SSAbn. 

Unfortunately for Mr 
Bronfman, the run-up to bis 
latest takeover attempt - 
negotiating the purchase of 
PoiyGram, the Dutch music 
and film group, with Philips, 
its majority shareholder - 
has been mare complicated. 
This time, negotiations have 
been conducted in public, 
and he Tins bad to prepare an 
offer for submission to the 
Philips board today against 
the threat of counter-bids 
from several US investment 
consortia. 

Mr ft mnftnfln, 43, cannot 
afford to fell and has raised 
his upper price limit for 
PoiyGram from . $l0bn to 
more than rub Bruised 


by criticism of MCA’s recent 
performance* be sees turning 
Seagram into the world's 
biggest music group as a 
masterstroke to justify his 
expensive foray into the 
entertainment industry. 

The key to Mr Bronfman’s 
thinking lies in a sign he 
once placed, under as office 
portrait of his grandfather, 
the picaresque bootlegger 
who founded Seagram. It 
cited ftwo <rf his grandfather’s 
sayings: “Shirt-sleeves 
to shirt-sleeves in three 
generations.” 

Seagram has been run by 
the second generation of 
Bronfmans since 1971, when 
Mr Bronfman's father and 

tmriio became nhalmum and 

co-chairman of the manage- 
ment board, respectively. 
The company flourished, 
helped by the 1981 acquisi- 
tion of a 24 per cent stake in 
Du Pant, the US chemicals 
company. By the mid-1990s, 
the stake had trebled in. 
value mid provided roughly 
half of Seagram’s annual 
profits.' ■ 

When Mr Bronfman 
became chief executive in 
1989, he wanted to make his 
mark -on Seagram. The 
global- drinks market was 
mature, and rather than 
expand further in chemicals. 


he chose to diversify into 
entertainment,, an area 
closer to Ufa own interest^. 

. Before joining Seagram, 
Mr Bronfman bad EVed. in 
Los Angelev wtixking s$ a 

songwriter* and aspirant film 
producer.; A friend from that 
era rmnembers him “as a 
sweet, bright guy, who loved 
films and was absolutely 
crazy about music’’. 

By 1985, Mr Bronfman had 

persuaded his fattier and 
reluctant uncle to sell the 
Du Pont shares, and buy 
MCA. The deal was criticised 
an Wall Street, but initially 
welcomed in Hollywood, 
until 2 became erfdeut that 

Mr Bronfinan had bought 

MCA without deddfog on a 
strategy, or a new manage- 
ment ‘ 

P eople are more sceptical 
of a person's ability if 
he's bam with money,’’ 
Mr Bronfinan remarked to 
Vanity Fair, magazine 
shortly after the acquisition. 
He has struggled ever since 
to convince his sceptics that 
he is not a starstrnck brat 
frittering away his family 
fortune. • 

Occasionally, the Bronf- 
mans have played into their 
critics’ hands by making it 
apparent that they stiQ see 
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Campanhte 
Energetics de 
SSo Paulo 


ANNOUNCEMENT 

PUBLIC HEARING FOR THE PRIVATIZATION OF 
ELEKTRO - ELETRICIDADE E SERVIQOS S JV. 

CESP (Companhia Energetica de Sdo Paulo), which intends to 
sell an equity stake in its electric energy distribution subsidiary, 
Etektro - Eletricidade e Services S A., informs all interested 
parties of the Public Hearing which will take place on May 28, 1998 
at 2:30 pm at the Bolsa de Valores de Sao Paulo - BO VESPA 
on Rua Afvares Perrteado, 151 - ground floor - Sao Paulo - Brasil. 
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Edgar Brwrfman Jr imat pnmMt anfeualaani wdBpay PP 


Seagram as a family firm, 
even though they only 
35 per cent of it _ • 

-' Before PoiyGram, • Mr 
Bronfman 'was intent -on 
acquiring EMI, the troutded 
UK musie group, and fold 
the New Yorker magazin e 
that “if it means overpaying, 
I would rather be called a 
schmuck lor another few 
years". In the same article^ 
his father explained the deri- 
sion not to bid for Da Pant 
-with: “What fun would it 
have been {for Edgar Jr.) to 
go to WQmingtcni, Delaware 
and ran that business?” 

Running foe worid’s larg- 
est record company would 
undoubtedly be fbh for. 
someone who is “absalutriy 
crazy about music”. . 

Music has been the most 
successful of the old MCA 
businesses under Seagram, 
and it is an industry when 
enthusiasm is a managerial 
asset. The most successful 
record executives tend to be 
entrepreneurs, who combine 
business flair with a love of 
music - flte Afcnset Ertegfliv 
founder of Atlantic Records 
in the US, or Alan McGee, 
rtotrrmfln of foe UK’s Cre- 
ation Records - rather than 





RETAIL 


Mercantile Stores sold 
to Dillard’s for $2.9bn 


Dfflartfs, theUSdepartmentstOTBCh^nbosedin Little Hock, 
Arkansas, has agreed to buy Mercantile Stibres in a $2.9brv - 
cash transacrion vaMng MorcardBa shares at $80 each. Mer- 
cantile operatas l 19 stores, matniy in the south andmkJ-west 
of the under 13 Afferent names^and geheratsd sales of 
more than $3brr last yaar" The MUn family, holder? of 
approximatefy 40 per cent of the stock of Mercantile Stores, 
has contrachjaHy agreed to support the transaction. - ; 

This acqriation: will aftow us to broaden the markets in 
which wahave stores and help us to' better serve customers 
in our existing markets," said Wftfiam Dillard, chief executive 
officer of D9 lard’s and the son of the founder. CXneiti's, estab- 
Bshed 60 yeers ago, operates 272 department stores in 27 
states aimed at middle and upper-middle income customers. 
Tracy Corrigan, New York . . 


HEALTHCARE 


Cardinal acquires RP Scherer 

CanflrwJ Health, a healthcare sendees company, has agreed 
to buy RP Scherer, a manufacturer of drug delivery systems, 
m a deal valued at $22brv "We are very excited about this - • 
merger with Scherer and the potential ft offers for greatly 
enhancing both companies' current range of services to doig 
manufacturers,” said Robert Walter, chairman and chief exec- 
utive officer. Cartfina) offers services such^ as pharmaceutical 
efistribution, hospital, pharmacy management, pharmaceutical 
packaging and cQnical information systems development 
Scherer is tire woricPs.targest producer of soft gatefti.cap- 
sules. ‘ ' 

Under the terms of the agreement Scherer sfurahoktere 
wiB receive 0.95 Cardinal Health shares per common Scherer 
share held. Cardinal wfflfesue about Z3m shares aid is 
expected to assume about $1J59m in long-term driA The 
deaf has been structured as a tax-free transaction; to-be 
accounted for as a poofing of interests. Tracy Corrigan . . 


RETAIL 


Office Depot strikes Viking (teal 

Office Depot, the US office products retailer, yesterday . 
airwunced ffwt ft was i»yir^ Office Products, e mat- 
order suppRer. In a stock swap valued at about $3bn. The 
deal oontth uw ■ oonsottriatibn trend wftfsn the refafBng ftidus- 
try, and foitowedaslrnDarbuyKXft of amtoVofdersupFAer'by . 
Staples, Office Depot’s biggest rival in office products rateft- 

^r mid-session. Office Depot’s share price had dropped 

about 10 per cent, off $3i« at $30f, white VMrig had gained 
about 25 par cent, up S6 at S29$. . 

The company sate theft cost cuts would allow & to erftisnce 
earnings per share far both companies next year. If pradried 
annual savings of $35m next year, rising to $S5m ii 200ff 
Nine Viking. distribution centres wffl be dosed, and the com- . 
pony also expects to.gaih from greater efficiencies In tislnfor- 
mation technology operations, and from Increased purchasing 
power. Office Depot also expects to increase revenue by 
using VBdng's operations In Europe, with the UK and .Gar-, 
many targeted for expansion: John Authere, New York 



“suits*.- such as Sfr Coiin 
Southgate, the BiffSrii indtte- 
triaHst who chafrs EML ; 

- Yet Mr Bronfman’s critics 
argue that his arthuslaam - 
bolstered by tbie counsel of 
David Geffen, the music 
.mogul who bias been' advis- 
ing him on the PoiyGram 
deal - is goading Seagram 
into expanding in music at a 
perilous time when global 
record sales are sluggish, 
.and internet piracy ia rising. 

The deal could - run into 
antitrust problems in foe 
US, where Seagram and 
PoiyGram would- have a 
: combined market share of 24 
per cent, tt mirfit also come 
under political pressure in 
Europe, if Seagram tries to 
dismantle PolyGram's film 
business, by far foe largest 
in the .region. Mr Bronfinan 
also faces the daunting pros- 
pect of melding the best of 
PoiyGram and Seagram's 
management into a bigger 
entertainment subsidiary, 

Despite these' difficulties, 
he is still intent an cfinching 
foe deal that, he hopes, will 
defose his grandfather’s 
tears for Seagram under 
the “third gener&tftm" of 
Bronfmans. . " • ' 


FINANCIAL TUBS 


The FT can help you reach additional business 
readers in France, Onr link wife the French' ! 
■business newspaper. Lee Echos, gives you a : 
unique recrettment advertising opportunlly to 
caphallse on the' FTs European readership 
and to target the French business world, y 
... - For irtomrfon on rates mtftertwrdetais 
pte aw t nie phong: 

Toby FtedsaOuite on f44 1 7t 873 4QZT - 


















On May 19th we're changing our name to 



* * 4 


•, ' ■ M : ' '--MA AS.' ' ■ 

v • vV.» : 

*■ -■ • , _ ••■* 

- T . > 


STMicroelectronics 





Nothing else changes. 





And we continue to aavance microelectronics technology. 



t! 

\ nr 

=> S i 

k 

i /— > /— v 

: q r 

« 1 |V 

o : 

! w w; o' 

■ ^ \-A 1 


registered trademark of STMicroelectronics 
www.st.com 






1 



Gold Fields of South Africa Limited 


{Regulation number 05BM81/D6) 
(incorporated in 8» RapuWte o< South Africa) 
rGFSA-) 


New Wits Limited 

(Registration number 05/M822A)6) 
(Incorporated In the RapUjtlc of South Africa} 
CNowWasT) 


Vogeistrulsbuit Metal Holdings Limited 
(Regtetreflon number 05104346X18) 

' pnowporawd Jn the Repubfc of South Africa) 

ntogafcO 


(coOactivety tho Compartesl 


Cautionary announcement 


Shareholders of the Companies are referred to the cautionary announcement regarcfing the 
proposed Drtefontein Consolidated Limited Joint venture, which was published In this 
publication on 18 May 1998, and are advised that the boards of directors of the Companies 
are considering various restructuring alternatives to unlock shareholder value in the 
Companies. These alternatives may include, inter alia, the unbundling or disposal of assets of 
the Companies or entering into arrangements with appropriate partners. 


Shareholders are accorcfngty advised to exercise caution in dealing in their shares in the 
Companies until a further announcement Is made. 


Johannesburg 
15 May 1S98 


Merchant banks 


Sponsoring broker 


Standard 

Equities 



GOLD FIELDS COAL LIMITED 


CRegistrafan number 01/01124/06) 
(Incorporated in the Republic at South Africa) 

CGFCoaT) 


Cautionary announcement 


Sharehoktefs are referred to the cautionary announcement dated B April 1S9B regarding the possible 
merger of the coal interests of GF Coal and Kangra Group (Proprietary) Untiled ("Kangra”) and to the 
cautionary announcement, appearing elsewhere in this publication, regarcfing the potential restructuring of 
Gold Fields of South Africa Limited and its subsidiaries ("the GFSA restructuring") 


Apart from the negotiations, which are still in progress, regarcfing the possible merger of the coal Interests 
of GF Coal and Kangra, GF Coal could also be affected by the GFSA restructuring. Shareholders are 
acconfingty advised to exercise caution tit deafing in their GF Coal shares until a further announcement is 
made. 


Johannesburg 
15 May 1998 


Merchant bank 


Sponsoring broker 



Standard 

Equities 


RMB RESOURCES 


Standard Equities 
(Pty) Limited 


iK ^tau-akiu naobcr 72/tHPQVff7) 
(Member of die MmNlai Stack 
Exdautcl 

W* 


NORTHAM PLATINUM LIMITED 


(Regtatratkxi rwnber 77A13282/0B) 
(Incorporated bi the RepubBc at South Africa) 
(TMonhanT) 


Cautionary announcement 


SriarehoWere are referred to the cautionary announcement, appearing elsewhere in this publication, 
regarding the potential restructuring of Gokf Reids of South Africa Limited and its subsidiaries. Northern 


could be affected by this restructuring and sharehoktere are acconfingty advised to exercise caution in 
dealing in their Northern shares until a further announcement is made. 


Johannesburg 


15 May 1998 


Merc h a nt bank 


Sponsoring broker 



Standard 


Equities 


RMB RESOURCES 


Standard Equities 
(Pty) Limited 


nujnfao- 72rtBDOW7) 
iMcnte of (be Momhiqi Stock 
Enhagri 


THE FIRST MEXICO INCOME FUND N.V. 
Curasao, Netherlands Antilles 


Pirelli Tyre Holding N.V. 

Est ab li she d in Amsterdam 


Annual General Meeting of Shareholders 


Notice is hereby given that the Annul General Meeting of 
Shareholders of THE FIRST MEXICO INCOME FUND N.V. (the 
"Corporation”), scheduled for April 24, 1998 at MX) pjn. 
iNdhcrtandi Antilles time) u die office erf the Corporation al 14. 
iota B. Gonrinmg, Curasao, Nctbeduxb Antilles, was postponed. 


At the annual General Meeting of Shareholders held 
on 7 May 1998 the dividend for the financial year 1997 
has been set at NLG 1.75 cash per share of NLG 10.00 
par value. 


A new meeting has now been called to be beM on May 29, 1998 u 
the office of ita Corporation at 14, Iota B. Gorrirawcg. Curacao, 
NcdKrtMdJ Antilles ai 3:00 pun. The Agcoda remain* unchanged. 
ShafdwMm wt» previously submitted a proxy need aoi do so 
again. 


The dividend will be payable from 29 May 1998, less 
25% withholding tax, on delivery of dividend coupon 
No. 4 at the following paying agents: 


The Agenda and Annual Report 1997 may be obtained fins the 
offices of the C o rp orati on and Own UK PStyug Agcu mraio oed 
hereunder. Shareholder* win be idntimad to the meeting on 
pnacattiion of tfatir share certificates or voucher*, which may be 
otained D-wn the Paying Agent. j 

Willemstad. Quapro, Ntsberiands Anrilka. May 13, 1995L ] 


MeesPiersoa N.V., Amsterdam 
Gene rale Bank, Brussels 
Dresdaer Bank A.G.. Frankfurt (Main) 
Credito Italmno, Milan 
Swiss Bank Corporation. Zurich 


Holders of shares in CF-form will be paid the dividend 
via the institutions where the dividend sheets were 
deposited on 7 May 1998 after close of business. 


Faying Agent 


MetaKoHonN-V. 
Kokin 55 

1012 KK Amsterdam 
The Netherlands 


IS May 1998 
Pirelli Tyre Holding N. V. 
Mcrwedeweg 3-N 
3621 LP Breukelen 
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EQUITIES JAPANESE MARKET'S FALL TO FOURTH PLACE BLAMED ON FALLING CURRENCY 


London replaces Tokyo as 


fund management 


By GSSan Tett 
in Tokyo 


Tokyo has been knocked off 
its position as the world’s 
largest equity investment 
centre after the value of 
equity funds managed by 
in stitutio na l investors in the 
city plunged 32 per cent last 
year, to Yl.lOflm ($&2bn). 

London, by contrast, saw 
funds under management 
surge 48 per cent to $l,608bn, 
making it the largest equity 
Investment centre in the 
world, according to Techni- 
metrics, a US-owned 
research and database 
company. 

Boston and New York also 
increased their funds under 
management to take third 
and second places, respec- 
tively, in the global ranking. 


Tokyo's taU to fourth place 
is a humiliating blow tor the 
Japanese authorities, who 
had considered their capital 
to be one of the world’s 
premier wnnnrfai centres. 

The government's “Big 
Bang" reform proposals are 
Intended to make Tokyo 
more attractive as a finan- 
cial centre. 

Te ch n I m etrics compiled 

the report from mutual fund 
information, stock market 
listings, government reports 
and company accounts 
around the world. 

It hiawiws Tokyo's decline 
last year in part an the fall; 
ing currency. The yea yes^ 
terday touched a six-ahd-a- 
half year low of Y135.5 
against the dollar. 

Tokyo’s position has also 
suffered because the Japa- 


nese stock markets weak- 
ened last year. At the same 
time, London's stock market 
index rose by about 25 per 
cent This left the market 

capitalisation of the London 
Stock Exchange larger than 
the Tokyo stock exchange 
far the first time 

Tokyo's position was also 
und ermined by the decline 
in other Asian stock 
markets. . 

Many equity analysts in 
Tokyo also said they 
suspected that- there was a, 
growing- tendency for Japa- 
nese investors to conduct 
trades overseas to avoid 
expensive zed tape. 

Ren Okampra, equity' 
analyst at Dresdner fQein- 
wort Benson, said: “These 
figures do not surprise me at 
alL 1 With yen weakness 


I riimit more capital could 
‘ flow overseas out of Japan.” 

Techni metrics said 
Tokyo’s decline represented 
a sharp contrast with earlier 
years: in 1990, Tokyo’s 
‘equity assets were larger 
than the next 14 largest 
cities put together. 

However, the company - 
said that the “Big Bang" 

- reforms could help revitalise 
Tokyo. 

fa particular, the reforms 
could suck up to VlO.OOObn 
“Of assets out of low-yielding. 
, bank accounts into domestic 
and foreign equities, it said." 

London’s growth as a fond 
management centre 
Stemmed from the fee t that 
(JS investors were increas- 
ingly diversifying into Euro- 
pean stocks, said Techni- 
metrics. 


Packer passes control to son 


By Russel Baker In Sydney 


Kerry Packer. Australia's 
richest man, has handed 
day-to-day running of his 
media empire to bis 30-year- 
old son, James, and appears 
to have tightened his grip on 
the John Fairfax Australian 
newspaper group. 

James Packer was yester- 
day appointed executive 
chairman of locally listed 
Publishing and Broadcasting 
(PEL) and chief executive of 
the family’s privately-owned 
C onsol idated Press Holdings. 

CPH holds 45 per cent of 
PBL, which owns the Mne 
national television network 
and Australia’s largest sta- 
ble of magazines. CPH also 
owns 45 per cent of the FRF 


Trust, which has a 149 per 
cent shareholding in John 
Fairfax. 

Brian Powers - the man 
whom James Packer is suc- 
ceeding at PBL and CPY - 
has been appointed to the 
board of Fairfax and Intends 
to buy a 149 per cent stake 
in FXF Trust 

Retry Packer has long 
held an ambition to control 
John Fairfax, which pub- 
lishes the Sydney Morning 
Herald, Melbourne's Age 
newspaper and the Austra- 
lian Financial Review. 

However, Australia's 
cross-media ownership rules 
forbid him from owning 
more than 149 per cent of 
Fairfax because he controls 
a television network. 


Mr Powers yesterday 
severed all official links with 
PBL and CPH, bnt his 
appointment as a Fairfax 
director will be seen by 
many as giving Kerry 
Packer another ally an the 
Fairfax board. 

Yesterday’s manoeuvres 
sparked further speculation 
about the future of Fairfax, 
which may soon see a big 
change to its share register. 

There has been mat* talk 
that Brierley Investments 
(BIL). the New Zealand- 
based investment group, 
may be looking to sell its 24 
per cent shareholding in 
Fairfax. BZL is reviewing all 
its investments in the wake 
of the recent sudden resigna- 
tions of Paul Collins, chief 


executive, and Bob Matthew, 
pTmti-man. 

Meanwhile, James Pack- 
er's elevation to the top Jobs 
at PBL and CPH is part of a 
wider changing of the guard 
at the Packer empire. PBL 
also announced that Nick 
Falloon, 40, had been 
appointed chief executive, a 
position that had been held 
by James Packer. 

Speaking as a retiring 
Packer executive, Mr Powers 
said the “appointments com- 
plete the management tran- 
sition which began two 
years ago. It leaves PBL with 
a top management team" 
that is “young, bright, expe- 
rienced and well equipped to 
lead the company wen into 
the future”. 


Marubeni cuts 


profits forecast 


Nikon hit by slow 
sales of chip parts 


Marubeni, one of Japan's 
leading trading companies, 
expects group profits to be 
significantly lower than fore- 
cast because of the adverse 
impact of the currency crisis 
in south-east Asia, writes 
Michiyo N&kamoto in 
Tokyo. 

The group, which has been 
aggressively expanding in 
the region, revised its net 
: profits forecast to Y17bn 
(5127m), from YSObn previ- 
ously. It blamed an extraor- 
dinary loss of Y9bn stem- 
ming from currency losses 
related to Indonesian and 
Thai interests. 

The trading company has 
64 subsidiaries and affiliated 
businesses in south-east 
Asia, of which 23 are in 
Indonesia and 16 are In Thai- 
land. The operations cover 
sectors ranging from tex- 
tiles. metals and construc- 
tion to chem i ca l s . 


As many of these compa- 
nies have borrowed funds in 
US dollars, the sharp decline 
in the Indonesian and Thai 
currencies has resulted in a 
surge in shortterm debt 
which they need to service, 
Marubeni explained. 

Chandra Asri, a chemicals' 
plant in Indonesia in which 
Marubeni has a 21 per cent 
stake, is likely to be a fur- 
ther drain on company 
foods, according to Kota 
Nakako, analyst at SBC War- 
burg. Last year Marubeni 
had to invest $150m in the 
plant, raising its total invest- 
ment to $220m. However, the 
weak chemicals market 
means further support may 
be necessary. 

Marubeni’s weakened 
credit rating could hit its 
ability to raise funds at 
attractive rates. Moody’s is 
reviewing Marubeni’s single 
A-2 senior debt rating. 


Nikon, the Japanese 
electronics group, yesterday 
announced a near halving in 
net earnings .for the .last 
financial year and- wanted 
that profits woukHafrfry a 
further 76 per cent this year, 
writes. Alexandra 'Barney in 
Tokyo. 

The company blamed slow 
sales of semiconductor eora- 
. portents and a collapse in. the 
I price of dynamic random 
access memory fD-Ram) 
chips. 

Net earnings dropped 
almost SO per cent to Y&36bn 
($62m) in the year to end- 
March. In the current year 
they are forecast to fall to 
Y2bn- 

Nikon predicted continued 
difficulties in Asia and said 
it would cut its dividend 
from last year’s Y8 a share 
to Y5. 

The shares slid 5 per cent 
to close at YL007 on news 


of the- profits decline. .. . . 

Yutaka Sugiyama . semi- 
conductor analyst at- SBC - 
Warburg in Tokyo, warned ... 
that the industry whs tikely- - 
to- -deteriorate— further— 
because of overcapacity, and 
low demamtin Asia. TV 

The semiconductor cumpo* • 
nents, known as steppers,- • 
account for more than half 
of Nikon’s sales. 

Meanwhile, a steady 
increase in overseas sales 
helped Omron, the manufac- 
turer of factory automation 
equipment, to increase group 
net profits 16 per cent to 
Yl89bn in the year ending 
in March. 

Turnover was up 3 per 
cent at Y612bn. 

Strong performances in 
factory control components 
in Europe and America, and 
growth in domestic sales of 
healthcare devices, contrib- 
uted to the results. 


Patriotism not the last refuge for Proton 


Restoicturing is seen 
as the salvation of 
MaJaysian carmaker, 
writes Sheila McNulty 


A year ago, would-be buy- 
ers of Malaysia's 
national Proton car 
faced a six-month waiting 
Ust- Those who wanted a say 
in the colour or accessories 
often bad to wait even lon- 
ger. Sales staff were inatten- 
tive; sales promotions 
unheard of. 

Now, promotions are the 
norm: customers are readily 
given a choice of everything 
from the floor mat to the car 
cover, and buyers can drive 
a Proton off the forecourt 
The region’s economic cri- 
sis has, for now, dented 
demand for the car, but ana- 
lysts say Proton must under- 
take extensive restructuring 
to prepare for 2003, when ft 
faces a stiff er challenge - 
the removal of tariffs on for- 
eign cars. 

Proton's success has been 
I built on imprudent lending , 
and the financial crisis is 
rattling its shaky founda- 
tions. Financial Institutions, 
which had once freely lent 
90 per cent of the purchase 
price without demanding too 
much in the way of collat- 
eral, find themselves under 
growing pressure. As the 
economy has slowed, Malay- 
sians have had trouble mak- 
ing monthly payments. 
Repossessions are mounting 
and bankers growing 
increasingly selective in 
their lending. 

The carmaker expects 
domestic sales to drop 60 per 
cent this year, it has cut pro- 
duction, halted recruitment, 
ended overtime, reduced 



Quatty control: Proton has become more responsive to customers' needs to meet softer co m petition 


annual bonuses and frozen 
pay. The company has even 
delayed bufltSng a M$5.75bn 
($i.5bn) plant and town, 
dubbed Proton City, and is 
leasing plots on the project's 
land for Malaysians to grow 


“People buy a Proton 
because it’s what they can 
afford. It's not what they 
want,” says Jonathan Duck- 
ett. a member of the institu- 
tional sales team at Paribas 
Asia Equity. “They really 
need a product that will 
fight with the best of them." 

That means using the 
expertise of Lotus; the UK 
carmaker controlled by 
Proton’s parent company, 
the DRB-Hicom Group, to 
update its designing and 
engineering. 

Analysts believe Proton 
must build key parts, such 
as the engine, in Malaysia to 
cut down on hlgh : import 


costs. It also needs to negoti- 
ate better prices for parts 
sourced locally. 

Most important, the car- 
maker must become more 
responsive to the needs of 
shareholders than those of 
the nation. That means 
retrenching staff at a time 
when revenue is shr inking . 


H owever, the Proton 
owes its very survival 
to the government, and 
.Mohd Saleh Sulong, chair- 
man, said recently that the 
country’s “political masters 
have urged employers not to 
be hasty in retrenching". 

“Weak demand and inten- 
sifying price wars should tip 
auto earnings into negative 
territory if Proton does not 
cut its costs fast enough," 
says Jenny Yeow, assistant 
vice-president of. Merrill 
Lynch.' in Malaysia. She pro- 
jects that the carmaker’s net 


income will fall from 1997’s 
M$74L5m to M*676.6m for 
the year ended March 31. 
and to just M$31m in 1999. 

Proton, however, is hoping 
its new emphasis on exports 
will pull it through the 
downturn. The carmaker 
expects ‘to export 52.000 
vehicles in 199S-99, up from 
30,000 in the year just ended. 
So far Proton has not had an 
easy time making inroads 
abroad, where . Japanese, 
European and US brands are 
better known. 

Analysts hope the car- 
maker sees its salvation In 
restructuring and not just in 
its status as the national car. 
But there is no doubt Mr 
Mohd Saleh is counting on 
patriotism to help H through 
the months ahead. “The 
people of Malaysia do not 
want to .see Proton fail," he 
says/ “We. have the support 
of everyone." 
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MOBE fiROUP INCREASES SHARE OF UK OU TD OOR ADVERTISING-MARKET THROUGH ACQUISIT ION OF TOWN & CITY 

Vivendi disposes of its 20% Decaux stake 


By Andrew EdgedHIe-Jotason 

The battle for control of 
More Group, the UK outdoor 
advertising company, took a 
Further twist yesterday as 
Vivendi, the former Compag- 
nie Generate des Eaux. sold 
its 20 per cent stake in 
Decaux, More’s French 
suitor. . 

Decaux denied speculation, 
that Vivendi had sold its 
stake back to the family, 
owned Decaux group 
because it opposed the bus 
shelter and billboard group's 


planned £475m ($793m) take- 
over of More. 

Neither company would 
comment on speculation tha t 
Decaux paid only *S0m-$75m 
to buy the stake back, giving 
the family of founder Jean- 
Claude Decaux 100 per cent 
control of the group. The 
stake is thought to have 
been offered to More Group 
previously for between $7Sm 
and $l00m. 

Vivendi said the stake, 
acquired several years ago. 
was too small to be of strate- 
gic interest, while Decaux 


said: “There is no question 
of Vivendi being unhappy 
with our bid. They told us 

long before we mooted this 
takeover that they wished to 
withdraw." 

More Group, meanwhile, 
muddied the waters ahead of 
the UK competition authori- 
ties' impending decision on 
whether a Decaux takeover 
would create an excessively 
dominant company. It lifted 
its share of the UK outdoor 
advertising market by about 
1% per cent through the 
£?.5m ($12£m) acquisition of 


a regional billboard group, 
Town & City. ■ 

Roger Parry, More’s chief 
executive, said this would 
give More a 26 pa- cent mar- 
ket share, while Decaux - 
which has a 4 per cent share 
- said the figure was 24 per 
cent 

Analysts said that Mar- 
garet Beckett the trade and 
industry secretary, was 
unlikely to be influenced by 
the acquisition when she 
rules this week on whether 
Decaux’s offer should 
be referred to. the Monop- 


olies and Mergers Commis- 
sion- 

Town & City, which had 
gross sales of $7.5m last 
year, will give More Group 
20 per cent more . 96-sheet 
panels and 55 per cent more 
48-sheet billboards. 

It also emerged that 
More’s bank debts have 
risen from £40m at the end 
of last year to about 2100m, 
because of acquisitions and 
investment in new bus shel- 
ters. 

One banker not connected 
to More claimed that More’s 


banking syndicate, led by 
Barclays and Chase, may 
have reservations about 
extending the facility to 
Decaux. 

Decaux said the increase 
in More’s debts would not 
affect its ability to outbid 
Clear Channel, which had 
agreed an earlier £446m bid 
for More. 

“We are prepared to pay a 
significant premium far this 
business, and our. financing 
has been put in place with 
that in min d.’’ the company 
said. 


STH plans a flotation in 
New York and Amsterdam 


By Abu Cane 

Sita Telecommunications 
Holdings (STH), which oper- 
ates the world's largest data 
communications network fear 
the airlines that control it, 
confirmed yesterday that it 
was planning a stock market 
flotation expected to value 
the company between $3bn 
and $a.7bn. 

Some 15 per cent of the 
company is expected to be 
floated in New York and 
Amsterdam later this year 
giving gross proceeds of 
between 8400m and 8500m 
which will be used 'To sus- 
tain the rapid growth of the 
company." 

STH also confirmed that it 
and its subsidiaries were 


chan g in g their names to 
Equant in a move to develop 
that name as a global brand. 

Sita, the Socfett Interna- 
tiona le de Telecommunica- 
tions Aeronauts qne, a non-' 

profit organisation estab- 
lished 50 years ago to pro- 
vide telecoms services for 
the world’s airlines, owns 60 
per cent of STH. Morgan 
Stanley Capital Partners has 
a 30 per cent stake with the 
remainder owned by employ- 
ees. No existing sharg h ol dm- 
intends to sell any part of its 
stake and the flotation will 
take place through the Issue 
of new shares. 

The price will be set by a 
book-building exercise. Mor- 
gan Stanley Dean Witter and 
Salomon Smith Barney have 


been appointed joint global 
coordinators while Morgan 
Stanley Dean Witter will be 
sole bookrunner. 

The change of name 
affects STH’s operating divi- 
sions. ITS, which becomes 
Equant Integration Services 
arid Novus which becomes 
Equant Application Services. 
Equant Network Services, 
which operates the global 
network, fa unchanged. 

Didier Detepine, chief exec- 
utive, said the Binds raised 
would buy networking 
capacity. He said owning 
rather than leasing network 
assets would enable the com- 
pany to reduce prices. 

Equant came into being as 
the vehicle for Sita to sell 
extra network capacity to 


customers other than the 
airlines. These include Shell, 
Xerox, the international 
hanking network Swift and 
SGS- Thomson, the computer 
chip maker.. They now 
account for about 45 per cent 
of traffic over the network. 

Equant is in competition 
with global alliances includ- 
ing Concert, owned by Brit- 
ish Telecommunications, 
Global One owned by Deut- 
sche Telekom and France 
Telecom and AT&T World 
Partners. 

Last year its turnover was 
8530m (8390m). Losses before 
tax were $27. 7m (830.5m), but 
the company had positive 
earnings before interest, tax, 
depreciation and amortisa- 
tion. 


1 RESULTS 
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Mattel lifts bid 
for Bluebird 


By David BtacfcweS 

Mattel, the US toy group 
battling to acquire the pro- 
ducer of Polly Pocket minia- 
ture playsets, yesterday 
topped its rival by a suitably 
diminutive halfpenny. 

The US group’s dip into 
Polly-sized pockets takes its 
bid for Bluebird Toys to 
116'Ap. valuing the target at 
about £48.im ($80m.). The 
shares closed up 2p at 116p. 

Polly Is not the only 
attraction at Bluebird, 
although she does account 
for 50 per cent of its sales. 
Her colleagues in the minia- 
ture world of playsets 
include Mickey Mouse, Don- 
ald Duck, and Batman. 

Last week Guinness Peat, 
the Investment company 
chaired by Sir Ron Brierley, 
raised its original January 
offer from lOlp to 116p - 5p 


above Mattel’s original offer. 
The offer was declared final. 

“That really has got to be 
it,” said one analyst. “Maybe 
shareholders will actually 
get their money now." 

Chris Bur gin. Bluebird’s 
chief executive, said he was 
delighted Mattel bad raised 
its offer, which the board 
was continuing to recom- 
mend. Mattel at the end of 
last week had received 
acceptances for 11. 2m 
shares, or just under 27 per 
cent Among those accepting 
was Hasbro. Mattel's US 
rival, with 6.9 per cent 

Blake Nixon, a Guinness 
Peat director, said yesterday 
that the group would be 
accepting the offer “unless 
something extraordinary 
happened." The group had 
paid an average of 89p a 
share for its stake, so the 
return was “not too bad". 
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COMMENT 


Christie’s/Artemis 


Christie's bxfenotiona* 
Share price refethw to the 
FISgM-StaSMflX 



Francois Pinault has let 
Christies shareholders enjoy 
a last blockbuster sale. At 18 
times operating profits, his 
Emm agreed offer is unlikely 
to entice other bidders into 
the fray. Fortunately far Mr 
Pinault, he does not have 
demanding investors to hold 
him to account for overpay- 
ing; Credit Lyonnais - whose 
24 per cent stake in his hold- 
ing company Artemis is 
marked for disposal - is 
hardly an authority on how 
to preserve shareholder 
value. Artemis has paid 
heavily far market leadership 
in an industry with high bar- 
riers to entry. With margins and profits per employee higher 
at Sotheby’s, its main competitor. Christies has room for 
improvement But with Mr Pinault reluctant to shake up its 
blue-blooded culture, trenchant cost-cutting is unlikely. 

Where Artemis may add value is in increasing the auction 
house's financial sophistication as it moves further away 
from pure commission-based sales. Developing higher mar- 
gin financial services to include more than taking principal 
positions and providing short-term loans to customers is one 
possibility. But it is hard to imagine Artemis being better at 
this than the financial engineers at SBC Warburg, which bid 
some £200m less for Christie's at the start of the year. 

Furthermore, the international art market is at its post- 
1989 peak. The high prices paid for the finest objects, partic- 
ularly within the key area of post-1870 paintings and sculp- 
ture. should draw out more desirable goods to keep Christies 
busy. But with financial uncertainties in south-east Asia and 
Japan leaving responsibility for growth to the continuing 
success of the US and European economies. Mr Pinault may 
find demand more elusive. 

More Group 

With impolitic timing. Vivendi has thrown its 20 per cent 
stake in Decaux back to the outdoor advertiser's family 
owners at a crucial moment in their bid for More Group. 
Clearly, for the French utility to sell non-core holdings is 
sensible. But since a flotation of Decaux is on the cards, 
hanging on to the stake would have realised more than the 
rumoured S50m-S75m. Such behaviour on Decaux's part 
raises question about whether it had all its ducks in a row 
on this aggressive bid just days before the all-important 
competition r uling . 


Bittersweet farewell as Savoy goes west 


By Scheherazade Daoeslddui 

The Abraham Lincoln and 
Manhattan rooms were an 
apt choice as the venue for 
the Savoy Hotel’s annua] 
meeting yesterday. The 
109th meeting was the last 
before the group of luxury 
hotels, which has long 
fought off predators, passes 
into American ownership. 


The hotel was founded in 
1889 by the impresario Rich- 
ard D'Oyly Carte to accom- 
modate visitors to the Gil- 
bert and Sullivan comic 
operas staged at his adjoin- 
ing Savoy Theatre. 

Anthony Jones, whose 
love of the operas led him to 
buy shares 21 years ago. had 
travelled from Gloucester- 
shire to be present. "It is 


very sad that having fought 
off so many bids the man- 
agement caved in so 
quickly.” he said. Tve every 
respect for the Americans 
but it seems a shame the 
Savoy is going abroad." 

With a gravity befiting the 
occasion. Sir Ewen Fergus- 
son, chairman, told the 400 
shareholders that he well 
understood the mixture of 


emotions many felt about 
the £520m ($868m) sale to 
Blackstone Hotel Acquisi- 
tions. a company controlled 
by Blackstone and Colony 
Capital, two US investment 
groups. He offered a guaran- 
tee on behalf of the manage- 
ment that the Savoy and its 
traditions would be pre- 
served under the new own- 
ers. 



This Notice is issued m compliance with the requirements of the London Stock Exchange Limited (the 
“London Stock Exchange”). Itdoes not constitute an offer or invitation to any personlo subscribe for or to 
purchase any of the shares of ABied Zurich pic., BAT Industries pJ.c., British American Tobacco pic. or 
Zurich Insurance Company. Application has been made to the London Stock Exchange for admission to 
the Official List of the ordinary shares of Affiad Zurich pic. ("Ordinary Shares”). K the transactions 
contemplated by the Merger Agreement dated 22 December 1997 made between BAT Industries pic. 
and Zurich Insurance Company proceed as presently envisaged, it is expected that listing wifi become 
effective and that unconditional dealings in the Orcfinary Shares will commence following implementation 
of the Merger Agreement (the “Merger Dafc^) in the second half ofl 998. 

Allied Zurich p.I.c. 

(Incorporated and registered in England and Wales under the Companies Act 1385 
with registered number 3525388) 


Introduction to the Official List 

sponsored by 

Lazard Brothers & Co., Limited and Goldman Sachs International 


Ordinary Share Capital immediately following the Introduction 


Authorised 


Expected maximum issued 
and fully paid 

Number Amount Number Amount 

2,000,000,000 £500,000,000 to ordinary shares of 25p each 1,573,008,983 £393,252,245-75 


-uifcw Particulars of Allied Zurich pic. have been published and can be obtained during normal 
business hours on any weekday (Saturdays and public holidays excepted) from the date of this notice 
up tararid todudlng the Merger Date from: 


Lazaitl Brothers & Co., Limited 
21 Moorfields 
. London EC2P 2HT 


AKed Zurich pic. . 

22 Arlington Street 
London SW1A1RW 


Goldman Sachs international 
Peterborough Court 
133 Rest Street 
London EC4A2BB 


Copies of the Listing Particulars are also available during normal business hours from the Company 
Announcements Office, the London Stock Exchange. Old Broad Street London EC2N 1HP, for 
collection only, from the date of this notice up to and Ipcluding 20 May 1998. 

Lazard Brothers & Co., Limited and Goldman Sachs ihtemattonail, which are regulated by the 
Securities and Futures Authority Limited; are acting exriusweiy for BAT Industries pic. and Alfed 
Zurich p.l c in relation to the introduction and are not advising any other person or treating any other 
person as their customer In relation to the Introduction. Neither Lazard Brothers & Co., Limited nor 
Goldman Sachs International will be responstole to anyone other than BAT Industries pic. or AJBed 
Zurich pic. for providing protections afforded to their customers or for advice on the Introduction. 

• 19 May 1998 


This Notice is issued in compliance with the requirements of the London Stock Exchange Limited (the 
"London Stock Exchange"). It does not constitute an offer or invitation to any person to subscribe for or to 
purchase any of the shares of British American Tobacco p.I.c. or BAT industries p.I.c. Application has 
been made to toe London Stock Exchange for admission to toe Official List of the orcfinary shares of 
British American Tobacco p.I.c. (“Orcfinary Shared), ff the transactions contemplated by the Merger 
Agreement dated 22 December 1997 made between BAT Industries p.I.c. and Zurich Insurance 
Company proceed as presently envisaged, it Is expected that fisting wifl become effective and that 
unconditional dealings in the Orcfinary Shares will commence following implementation of the Merger 
Agreement (toe “Merger Date") in the second half of 1998. 

British American Tobacco p.I.c. 

(Incorporated and registered in England and Wales under the Companies Act 1985 
with registered number 3407696) 


Introduction to the Official List 

sponsored by 

Lazard Brothers & Co., Limited and Goldman Sachs International 
Ordinary Share Capital immediately following the Introduction 

Authorised Expected maximum Issued 

and fully paid 

Number Amount Number Amount 

2,000.000,000 £500,000,000 in ordinary shares of 25p each 1,573,008,983 £393,252,245.75 


Upon Admission, British American Tobacco p.I.c. will be the holding company of a group of companies 
which manufacture, market and sell cigarettes and ancillary tobacco products. 

Listing Particulars of British American Tobacco p.I.c. have been published and can be obtained during 
normal business hours on any weekday (Saturdays and public holidays excepted) from the date of this 
notice up to and including the Merger Date from: 


Lazard Brothers & Co., Limited 
21 Moorfields 
London EC2P 2HT 


British American Tobacco pic. 
Windsor House 
50 Victoria Street 
London SW1H 0NL 


Goldman Sachs International 
Peterborough Court 
133 Beet Street 
London EC4A2BB 


Copies of the Listing Particulars are also available during normal business hours from the Company 
Announcements Office, toe London Stock Exchange, Old Broad Street London EC2N 1HP, tor 
collection only, from the date of this notice up to and including 20 May 1998. 

Lazard Brothers & Co., Limited and Goldman Sachs International, which are regulated by the 
Securities and Futures Authority Limited, are acting exclusively for BAT Industries pic. and British 
American Tobacco pic. in relation to toe Introduction and are not advising any other person or treating 
any other person as their customer in relation to the introduction. Neither Lazard Brothers & Co., 
Limited nor Goldman Sachs International wifi be responsible to anyone other than B.A.T Industries 
p.I.c. or British American Tobacco pic. for providing protections afforded to their customers or for 
advice on toe Introduction. 


19 May 1998 
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Europe falls on rate worries 


FT SYNTHETIC EURO RATES 
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EUROPEANOVERVIEVy 

By Matin Dickson 


Trans-European equity 
indices fell yesterday amid 
concern over US interest 
rate trends and political tur- 
moil in Indonesia. 

The FTSE Eurotop 300 
index closed at 1,201.99, 
down 20.35. while the Euro- 
top 100 index dropped 53.54 
to 2.758.78. The Ebloc 100, 
which focuses on companies 
domiciled in founder mem- 
bers of the euro currency 
zone, dipped 16.4 to 1,000.39. 

A strengthening dollar and 
some safe-haven buying of 
US Treasuries helped Euro- 


pean bond markets to mod- 
est gains, though the market 
was restrained by tears that 
today's meeting of the US 
Federal Reserve’s open mar- 
ket committee might, 
against general expectations, 
tighten monetary policy. The 
benchmark 10-year German 
bond was quoted in late trad- 
ing around 101.90, to yield 
•L99 against 5.00 on Friday 
night. 

Among equities, the best 
performing sector was 
investment companies, 
which Jumped 6.03 per cent, 
thanks to a 10 per cent rise 
in Soci&t& Generate de Bel- 
gique, the Belgian holding 
company, which closed up 


ECU 14-3 at Ecu 157.72. 
French utilities group Suez 
Lyonnaise dea Eaux 
announced plans to buy out 
Ore shares in the company it 
did not already own. 

Other sectors that dosed 
in positive territory included 
other financials, building 
materials, support services, 
transport and information 
technology. 

The broad financial sector 
suffered from jitters over 
Indonesia, with retail bank- 
ing off 1-97 per cent and 
insurance down 1-87. 

Pharmaceuticals dropped 
2.69 per cent, with Glaxo 
Wellcome down Ecu (19 to 
Ecu 24.66 after reporting that 


first-quarter profits had been 
hit by the expiration of cer- 
tain patents and the 
strength of sterling. E2f San- 
ofl was off Ecu 2.7 at Ecu 
ICG-98, while Novartis dipped 

Ecu S7.fi to Ecu 1454.73. 

Oil exploration and pro- 
duction dropped 3.46 per 
cant, with Enterprise down 
Ecu 03 at Ecu 8.66. while 
automobiles fell 2.89 per 
cent, with BMW down Ecu 
33J5 at Ecu 986-12 and Ren- 
ault Ecu LT lower at Ecu 
44J35 

Paper and packaging tell 
by 24(8 per cent, with Alu- 
soisse Lonza down Ecu 28 at 
Ecu 1196.11 and BIC Ecu 2.7 
lower at Ecu G5J2Q. 
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In its short and frenetic 
history, Shanghai has been a 
city defined by ambition. 
^^Pram -modest origins as a 
fishing community just 200 
years ago to its renaissance 
as China's most dynamic 
commercial metropolis In. 
the 1990s, Shanghai has fos- 
tered grand visions - dreams 
of wealth western moderni- 
sation, Communist revolu- 
tion and, most recently, free 
market renewal. • . 

Now, it has set Itself a 
fresh target far the nimrt cen- 
tury. 'The long-term objec- 
tive Is to be the financial, 
trading and economic centre 
' of the Asia-Pacific region by. 
2010," says Huang Qifan, 
senior official of the munici- 
pal Communist Party Com- 
mittee, which sets the city's 
strategic direction. 

This may be a tall order, 
at least in the short time the 
city has set itself- The for- 
eign currency stock market 
is tiny, the ftramwai services 
industry is largely govern- 
ment-controlled and indus- 
try is struggling with a 
hangover from four decades 
t f ' P nrwpmyrtfl t central plan- 
ning. 

- But even if 3t takes longer 
thafr planned, the city’s rise 
as an international commer- 
cial centre promises to 
change the landscape of 
Asian business. 


Shanghai’s bid to regain 
its past glory as Asia’s com- 
. mercial capital will matter 
to' more than just the city’s 
13m residents and the 1&000 
foreign companies that have 
poured in time and money, it . 
promises to propel Ch«i» 
into new realms.of economic 
reform, recasting the rela- 
tionship between govern- 
ment and enterprise as wen 
as throwing open the Chi- 
nese market te International 
Investors. 

Ambitions have been 
emboldened by the city’s 
remarkable rebirth since the 
central government sanc- 
tioned rapid reform and 
development in 1992: In the 
past five years, Shanghai's 
economy T>»$ more than dou- 
bled in size. A frenzy of con- 
struction has spawned as 
much new office space as in 
central Hong Kong. 

- There has been a revolu- 
tion in both consumerism 

'and rnmTqmri rations (the 
number of mobile phone 
users wifi top lmthis year). 
Roughly one third of the 
city’s residents now own 
shares on the stock market 
And.a tidal wave of foreign 
capital has given Shanghai 
the highest level of interna- 
tional direct investment of 
any chy in the worid. - 
. The prosperity has given 
Shanghai a facelift. A 


m 



The city has undergone 
a remarkable rebirth 
but, says James 
Harding, it is entering a 
more challenging phase 
of development 
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MonurtwiA to ambition: Podong. Buflt ootormflrinanihas cm tfw east bank of the Huangpu river, the district now has about aa much office space as central Hong Kong and hatf mat of central London 


thicket' of skyscrapers has 
sprouted in Padong - the 

. f w»n«w ■ - marshas qq fh» east 

bank of the Huangpu river 
that are being developed into 
a financial district - and a 
magnificent new museum, b 
vast municipal library and a 
gleaming new opera house 
are all signs of a city burst- 
ing with life.' 

However, realising the 
vision of becoming a world- 
class hub for international 
ffrmwftiai jmri commercial 
services will take more than 
the inflows of foreign money 
and domestic fixed asset 
I n v e stment that have driven 
growth in the 1990s. The city 
is alt e rin g a more challeng- 
ing phase, of development. 

Shanghai will have to 
restructure its economy, 
substituting for the rusting 
bluecoiDar state factories of 
the central planning oca a 
new generation of indepen- 
dent white-collar businesses 
that can hold their own 
against 1 nt gHMtinmii • compe- 
tition. , 

. In turn, the development 
of the service sector will 
«imh strengthening the 
foundations of a free market: 
the -rote of law, indepen- 
dently regulated financial 
markets and an open, com- 
petitive business environ- 
ment.' 

Asia’s, financial crisis has 


demonstrated the urgency of 
that challenge in two ways. 

■ First, the humbling of 

ffnaw-rol M i r t r na 80068 A«ti» 

has offered a cautionary tale 
to China’s would-be Wall 
Street Shang hai stood wart 
from the turmoil last year. 
rtianVa chiefly to China’s 
tight restrictions on foreign 
exchange.. However, says 


the r egio na l crisis bas coin- 
cided with lacklustre domes- 
tic demand, GDP growth has 
slipped , to Its most pedes- 
trian pace in years - 8 per 
cent in the first quarter of 
1998. well below the average 
14 per cent rate in the past 
five years and tire target for 
the year of 10 per cent. 

The economic slowdown 


The story of this cfly*s rapid development from mud-flats to 
skyscrapers and of the esdraordkwy peraonaMw who had 
devo t ed theft' energies to it and were sta making fortunes in this 
ctammy-heat would be vetyfike a saga. Its symbol should be the 
cicada, of whom a Chinese poet wrote hi the 11th century: 

Are you not he, deads. 

Of whom I have hoard told you couid transform 
Your body, macpca&y mooting it 
To new estate? Are you not be who. bom. 

Upon the dung-beep, coveted Pie thy. 

The dean end open air?" 

Herald Acton on Shanghai from Memoirs of an Aesthete. 1948 


Zhou Yupeng. the vice- 
mayor. it brought home the 
need for reform: Tn the tight 
of the problems that have 
emerged from the Asian cri- 
sis; we are trying to improve 
the environment far inves- 
tors. We have improved the 
hardware - the infrastruc- 
ture of the city — we need to 
improve the software." 

Second, the knock-on 
effects of troubled Asian 
neighbours have exposed 
weaknesses in Shanghai’s 
economy. As the fell-out of 


has brought weaknesses to 
the fore - in particular, con- 
cerns about efficiency and 
unemployment. 

About $U6bn worth of for- 
eign and domestic invest- 
ment drove growth between 
1992 and 1997, but it camou- 
flaged modest increases in 
productivity and slow prog- 
ress in denting with duplica- 
tion of industries, ownership . 
reform and the bloated state 
sector work for ce. 

The mammoth property 
glut in Shanghai is a monu- 


mental demonstration of the 
problem: over-investment in 
office blocks without tbe 
equivalent rise in profitable 
businesses to fill them. 

Unemployment has 
become as modi a feature of 
Shanghai as the famous con- 
struction cranes that 
sprouted across the city in 
the 1990s. Official figures 
consistently underestimate 
the problem, suggesting 
Shanghai's jobless are only 7 
per cent of the workforce. 
Many economists suggest 
the real rate could be double 
that. 

Shanghai’s tightrope trick, 
therefore, is to maintain 
social order, while pressing 
ahead with the next stage of 
reforms. In the short term, 
tbe government is peddling a 
number of measures to 
reflate tbe economy. But in 
the longer term it will have 
to push ahead with deep 
changes on three broad 
fronts. 

First China will have to 
give greater play to private 
enterprise and greater rein 
to the financial markets. 

As Wu Xiuyi, vice-chair- 
man of the municipal gov- 
ernment’s Development 
Research Centre, acknowl- 
edges, ownership can pro- 
mote efficiency: “Collectives 
have a better rate of profit- 
ability than state-owned 


enterprises and privately- 
owned ventures have a bet- 
ter return than collectives." 
But he says there win be no 
rush into privatisation: “The 
question still is how much 
tbe state should own." 

Similarly, the fledgling 
markets are in limbo. Estab- 
lished to anchor the city's 
hopes of becoming a finan- 
cial centre, the markets have 
been kept on a tight leash by 
the central government, 
leaving the sense that 
Shanghai continues to live 
In Beijing’s shadow. Wang 
Yuchun. president of Shen- 
yin Wanguo, China’s largest 
brokerage house, says he 
would like the markets 
watchdog moved from the 
capital to Shanghai. “But. 
Beijing is still both tbe polit- 
ical and economic capital of 
China.’* he says. 

The second prerequisite to 
Shanghai’s development as 
an international financial 
centre is liberalisation of 
both exchange rates and 
markets. “Until China has a 
convertible currency, the 
country cannot have an 
international financial cen- 
tre." says Brewer Stone, 
head of Prudential Securities 
in Shanghai. 

Shanghai has started to 
open its financial services 
industry to foreign compa- 
nies that are able to inject 


competition into the dozy 
arm of the domestic indus- 
try. But, it has been a mod- 
est beginning. 

Thirdly, the government 
must relax controls on the 
media and freedom of 
expression if it is to foster a 
culture that nourishes those 
high margin sectors of devel- 
oped economies that thrive 
cm innovation and imagina- 
tion: information technol- 
ogy. television, music and 
film and leisure. 

These reforms will require 
the government to give way. 
Economic restructuring does 
not necessarily pose a direct 
challenge to Communist 
Party rule in China's largest 
city, but it does threaten to 
make it increasingly mar- 
ginal. A more liberalised 
economy may yet raise the 
awkward question of elec- 
toral reform in Shanghai. 

Far now, tbe government 
brooks no discussion of 
direct mayoral or municipal 
elections: "Direct elections 
in a country as big as China 
would never have any bene- 
ficial result." says Mr Huang 
at the Party Committee. 

But. in Shanghai, nothing 
should be ruled oat The city 
has grand ambitions — ambi- 
tions that surely can be 
achieved with time and an 
equally grand appetite for 
change. 
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2 SHANGHAI 


ECONOMY • by James Harding 


FINANCIAL MARKETS • by John Ridding 


The Asian sniffles settle in 


Bold decisions 
must be taken at 
a difficult time to 
ensure continued 
growth 

As neighbouring financial 
centres succumbed to the 
Aslan 'flu last year. Shang- 
hai seemed to be in good 
health. The city's exporting 
manufacturers achieved 
record overseas sales, retail 
sales reached a new peak, 
unprecedented foreign 
investments were unveiled 
and Shanghai's domestic 
stock market was the best 
performing bourse in Asia. 

But such glorious isolation 
has not lasted long and. in 
the first few months of 1998, 
the signs from Shanghai are 
that Asian sniffles are set- 
ting in. The economy has 
started decelerating sharply 
as export growth has 
shrunk, foreign direct Invest- 
ment has slowed and weak 
consumer demand and 
chronic industrial oversup- 
ply have conspired to 
depress prices and squeeze 
corporate margins. 

The slowdown has reper- 
cussions beyond the city lim- 
its. Troubles felt in Shang- 
hai, China’s largest city and 
most internationally inte- 
grated local economy, tend 
to percolate through the rest 
of the country'. 

In the longer term, the 
success of Its transition from 


the state-regimented indus- 
trial hub of a centrally 
planned economy to a com- 
mercial and financial ser- 
vices centre serving a free 
domestic and international 
market will be a critical test 
of China's reform process. 

Looking at the 1990s orgy 
of new building (fables of 
Shanghai being home to one 
fifth of the world’s tail 
cranes were. Tor a while, 
true), shop openings and 
fresh business start-ups, the 
economic activity has been 
staggering. 

Much has changed in a 
short time. Shanghai's econ- 
omy was kept on a short 
leash by the central govern- 
ment until 1992. when Deng 
Xiaoping. Chinas late 
leader, visited the city and 
sanctioned the economic 
development and liberalisa- 
tion or the country’s long- 
muzzled business centre. 
Since then. Shanghai has 
one of the fastest growing 
cities in the world. 

Over the past five years. 
GDP growth has skipped 
along at an average rate of 
nearly 14 per cent. Foreign 
trade has helped fuel the 
growth - the city's exports 
grew to Sl4.7bn Last year by 
comparison with $6.Sbn five 
years earlier. Consumer 
appetites have grown too. 
tripling retail sales in the 
last five years. Much of the 
expansion in the economy 
has been fuelled by invest- 
ment. particularly inflows of 


foreign capital which have 
amounted to S28.46bn since 

1992 coupled with RMB733bn 
in domestic fixed asset 
investment- 

But. Shanghai has entered 
a difficult phase. For the 
first time in more than five 
years, quarterly growth in 
the first three months of this 
year slipped into single fig- 
ures. as Shanghai’s GDP 
rose just 8 per cent. The 
number of foreign invest- 
ment projects has fallen 46.7 
per cent compared with the 
first quarter of 1997. 

Judging by the 88 per cent 
fall in orders for Shanghai- 
made goods from South 
Korea at the East China 
Trade Fair in March, for 
example, the unravelling of 
nearby Asian economies is 
set to take its toll on Shang- 
hai's exporters. 

But, the Asian crisis is 
only partly to blame. Prob- 
lems in the Shanghai econ- 
omy are largely homegrown 
- as will be the solutions. 

Deflation has been the 
clearest signal of the weak- 
nesses in the domestic econ- 
omy - the city’s retail price 
index slipped 6.2 per cent 
last year. Half of the prob- 
lem is slackening consumer 
demand, as most Shanghai- 
nese bought household elec- 
trical goods between 1992 
and 1993 and their incomes 
have not risen sufficiently to 
whet appetites for higher 
quality or new goods. 

The other half is oversup- 


ply. State industries overlap 
and China's managers still 
tend to focus on raising out- 
put rather than profits. Con- 
centrating on the top line, at 
the expense of the bottom 
line. Is a legacy of socialist 
management. But, Shanghai 
has added to the problems of 
oversupply by fostering a 
copycat business culture. In 
the early 1990s, the first 
amusement parks in Shang- 
hai had healthy margins; 
now, most of the city’s 97 
theme parks are empty. 

Nothing exemplifies the 
copycat problems of the 
Shanghainese economy bet- 
ter than the property mar- 
ket A bottleneck In supply 
in 1993/94 prompted a rash of 
new construction, which has 
delivered roughly 4m sq m 
more office space in Pudong 
alone. Vacancy rates are 
now among the highest In 
the world. 

Shanghai's government 
knows it must reignite its 
economy. It has pledged to 
open the purse strings on 
infrastructure spending and 
industrial lending. "Acceler- 
ated capital construction is 
essential to maintaining 
Shanghai’s development 
momentum," says Xu 
Kuangdi, the city's mayor. 
Shanghai aims to achieve 10 
per cent growth in 1998. 

It also hopes to spur con- 
sumer demand by encourag- 
ing home ownership and the 
consumption of household 
equipment that goes with it 


Already more than 100.000 
people in Shanghai have 
taken out mortgages and the 
city plans roughly to doable 
the amount of money avail- 
able for residential property 
lending this year. 

But longer-term remedies 
for SbaDghal's economy 
require fundamental adjust- 
ments to the structure of the 
city's economy. 

Oversupply requires the 
disman tling of state-owned 
enterprises. By the cautious 
standards of- China’s cities, 
Shanghai has been hold in 
allowing nearly 100 compa- 
nies to go bankrupt since 
1994. But. with more than 
3m employees In the state 
sector, the process of closing 
down even the most mori- 
bund factories is delicate. 

Creating dew jobs is a pri- 
ority and the development of 
the city’s white collar indus- 
tries. therefore, is essential. 
So far, the restructuring of 
the economy has been swift, 
but not swift enough to 
absorb the new jobseekers. 
The tertiary sector as a pro- 
portion of GOP has grown 
from 35.9 per cent in 1992 to 
45.5 per cent last year. 

Shanghai's development, 
therefore, will hinge on the 
the government’s ability to 
take bold, liberalising deci- 
sions at a tough time. But, to 
maintain growth, draw more 
foreign investment and soak 
up the state sector's unem- 
ployed, the authorities have 
little choice. 



In search of 
former fortunes 


The dty of cyclists and colonial architecture now has an opera house, a museum and Pudong, one of the world’s largest urban developments u> am ft 


The city is 

gaining 

momentum in its 
development as a 
financial centre 

The grandiose facades of 
Shanghai's famous . Bund 
once fronted finance houses 
that dominated Asia. Across 
the Huangpu river, the glass 
and steel structures of the 
fledgling Pudong business 
district mark a bid to regain 
that position. 

“We aim to build Shanghai 
into an international finan- 
cial centre just the way it 
was In the 1920s and 1930s," 
says Mao Yingliang, presi- 
dent of the People’s Bank of 
China (PBOC) in the city. 
“We can combine the Bund 
area of the 1990a and the 
Lujiazul [the financial area 
of Pudong} to build that 

fjnanr-ial centre." 

A sales of obstacles lie in 
the way of this objective, as 
well as a sharpening 
regional rivalry. From Singa- 
pore to Sydney, governments 
are seeking a greater slice of 
markets and Brian rial insti- 
tutions. The crises racking 
the region have not dimin- 
ished their ambitions, but 
prompted instead a burst of 
deregulation. 

Shanghai’s history counts 
for little in this contest And 
it faces obvious handicaps, 
not least the non-convertibil- 
ity of the Chinese currency. 

But the pace of develop- 
ment of the past five years 
has been striking, and 
momentum is building. “You 
will still find a long list of 
restrictions for foreign Insti- 
tutions,” says a senior exec- 
utive at one of Hong Kong’s 
biggest bank. “What you 
won't find are many bankers 
who will bet against Shang- 
hai.” Such sentiment is sup- 
ported by the growth of 
institutions and markets. 
The total assets of Shang- 
hai's financial institutions 
now exceed RMBl trillion. 
Between 1990 and the end of 
last year the volume of 
deposits rose seven-fold to 
RMB620bn while . loans 
totalled RMB420bn. 

The capitalisation of Shan- 
ghai's A-share market, 
reserved far local investors, 
has risen to RMBl,072bn 
while the B-share market 
stands at RMB17.9bn. Shen- 
zhen, its rival in southern 
Guangdong province, is 
snapping at Shanghai's heels 
but lacks the critical mass of 
industry and banking. 

Foreigners have their foot 



The grandiose facades of Shanghai's famous Bund once fronted 
finance houses that dominat e d Asia swiiow 


in the door. Since the city 
launched liberalisation poli- 
cies in the early 1990s it has 
licensed 52 foreign financial 
institutions from 17 coun- 
tries. More than 160 foreign 
institutions have representa- 
tive offices, far higher than 
to any other Chinese city. 

Foreign banks hold assets 
worth $L7.6bn and last year 
nine were permitted to 
launch local currency busi- 
ness. Others are set to fol- 
low. The Insurance sector 
has also been opened, with 
ATG of the US quickly cap- 
turing 5 per cent of a life 
assurance market which has 
gr o wn to about RMBGhn in 
+ArmB of premiums. 

More important is the shift 
in attitude behind these sta- 
tistics. “In the 1980s Shang- 
hai was phenomenally 
bureaucratic and it had the 
reputation of one of the 
hardest places to do business 
in Asia,” says William Han- 
bury Tenison, chief represen- 
tative of JardJne Fleming 
Securities in Shanghai. 
“Now it is one of the most 
open cities for business." 

While liberalisation, has 
occasionally ruffled feathers 
- for instance, the speed 
with which AIG secured a 
big share of the insurance 
market - the process seems 
set to continue. “If foreign 
companies enter the market 
we will learn from their 
technology and methods,” 
says Zhu Qing, general man- 
ager of the Shanghai branch 
of China Pacific Insurance. 

“We want.to see mare and 
more multinationals and 
international institutions 
establishing in Shanghai." 
says Mr Mao of the PBOC. 
“Foreign financial institu- 
tions have been an impor- 
tant force in the develop- 
ment of Shanghai's financial 
system." 

If tiie direction is set how- 
ever, Shanghai's step-by-step 
strategy dictates a gradual 


pace. Liberalisation could 
become even mare cautious 
in the wake of the turmoil 
sweeping the region's finan- 
cial markets. Given that 
upheaval, a conservative 
stance may appear prudent, 
but will do little to close the 
gap on regional rivals. 

Officials admit that, 
despite rapid development of 
the financial markets, there 
is a long way to go. “The gap 
between Shanghai’s stan- 
dards and international stan- 
dards is still very wide," 
says Wu Xiuyi, vice-chair- 
man of the development 
research centre at the city’s 
municipal government 

Measures are being taken 
to holster Shanghai’s stand- 
ing. Apart from moves 
towards liberalisation, 
authorities are strengthen- 
ing regulation and market 
structures. Under a recent 
restructuring, for instance, 
the China Securities Regula- 
tory Commission will take 
sole responsibility for regula- 
tion. In the past the CSRC 
was responsible for market 
regulation and the PBOC for 
appointing top officials. 

Mutual funds have been 
launched as part of moves to 
develop institutional invest- 
ment The A and B share 
markets are under review 
with a view to legitimising 
some mainland Chinese par- 
ticipation in the market for 
foreigners. Local securities 
companies are being pressed 
to consolidate. 

Such reforms will improve 
the efficiency of Shanghai's 
markets. Much will also 
depend on the resilience of 
regional economies. But per- 
haps most important in 
maintaining the city's 
momentum as an emerging 
financial centre is that the 
direction of deregulation is 
upheld. As Mr Mao puts it 
“Financial centres are 
formed by markets, not by 
aims or Intentions." 


INFRASTRUCTURE • by James Harding 


Getting a crowded city moving 


PROPERTY • by John Ridding 


As traffic jams 
decrease a new 
bottleneck is 
developing in 
telephone use 

Mrs Liu, a retired factory 
worker, sits in her new 
apartment beneath the 
flight path into Shanghai’s 
Hongqiao Airport and 
shrugs. “I've grown quite 
accustomed to the noise," 
she says. A little discomfort 
has been the price of devel- 
opment for more than lm of 
Shanghai's residents, who 
have been relocated from 
downtown homes to new 
apartments in the suburbs 
as the government has 
cleared space for commer- 
cial projects and bulldozed 


old bousing areas to make 
way for a network of ele- 
vated expressways, under- 
ground system as well as 
tunnels, bridges and tele- 
com munications lines. 

Upgrading the city's infra- 
structure, has been an 
imperative for Shanghai in 
the 1990s. Bottlenecks in the 
largely single-lane network 
meant that, as road traffic 
multiplied, gridlock set in 
and a trip across town could 
easily turn into a two-hour 
journey. 

Zhou Yu pen g, Shanghai’s 
vice-mayor, remembers the 
aggravation in the city five 
years ago: "We saw traffic 
jams all over the place and 
each one could easily last 
well over one hour. 

"One newspaper even 
suggested that if anybody 


could solve this critical 
issue, the city should erect a 
statue in their honour." 

In an effort to deal with 
the problem, municipal 
spending on transport Infra- 
structure rose from 
RMB716m in 1990 to 
RMB14.7bn in 1996. Still, 
the growth in spending still 
lags behind the exponential 
growth In road traffic and 
passenger traffic, as mea- 
sured in person-kilometres, 
which has multiplied tenfold 
in the past 20 years. 

Today Hr Zhou believes 
the traffic problem has been 
“basically salved". The gov- 
ernment's ambitions infra- 
structure programme has 
created a system of Internal 
flyovers and an extensive 
ringroad network to ease 
congestion. Today, it can 


take less than half an hour 
to get across town and, 
although traffic jams are 
frequent, they are not an 
inevitable feature of travel- 
ling by car. More projects 
are now getting under way. 

In the process the con- 
struction of a new infra- 
structure skeleton has 
recast the shape and logic of 
the dty. Most significantly, 
the projects have been 
designed to integrate Puxi. 
the old heart of Shanghai on 
the west bank of the city's 
Buangpu River, with 
Pudong, the east bank of the 
river that is being developed 
into a modern business hub. 

For example, a second 
subway line is being boilt 
running 13.6km from the 
centre or downtown Shang- 
hai right through Pudong. 


Shanghai has also started 
work on a new international 
airport which will require 
investment of RMBlZbu and 
should have the capacity for 
20m passengers a year. It is 
being built in Pudong. 

Meanwhile, the city’s 
information networks are 
struggling to keep up with 
demand. The number of 
mobile phone users is set to 
grow by 400,000 this year, 
reaching more than 1.1m by 
the end of 1998. 

Similarly, standard tele- 
phone users will grow by 
550,000 to 4.3m this year, 
mntrfng- L2.6ba phone calls, 
17 per cent np on 1997. And, 
with internet use growing at 
an estimated 120 per cent a 
year, the new bottlenecks 
are emerging in telecommu- 
nications. 


CENTRAL GOVERNMENT • by James Kynge 


Not such capital relations 


The long-held 
rivalry between 
Beijing and 
Shanghai remains 
intense 

Popular Chinese stereotype 
paints Shanghainese as 
clever, with a capacity to 
master detail and a delight 
in outsmarting their slower 
compatriots in Beijing. 

The rivalry existing for 
most of this century between 
Beijing and Shanghai finds 
several farms of expression. 
As well as the popular preju- 
dices. frustration derives 
from a central tension: that 
while politics in China is 
linked to business. Shanghai 
will under achieve. 

The late Deng Xiaoping, 
architect of China’s free 
market reforms hinted at 
Shanghai's disadvantaged 
treatment, “The people of 
Shanghai are clever and 
accomplished.'’ he said in 


1991. "If we had made the 
city h special economic zone 
in the past, it would better 
than it is now." 

Since then Shanghai has 
been awarded a special eco- 
nomic zone in the Pudong 
area, but some analysts 
believe the city's develop- 
ment as China’s financial 
centre remains compromised 
by a lack of operational 
autonomy from Beijing. 

An umbrella law safe- 
guarding the industry's 
interests has been stalled in 
Beijing's legislative process 
for years. It may be passed 
this year but meanwhile, the 
stock market remains 
beholden to flats emanating 
from the capital. 

With the head offices of 
both the China Securities 
Regulatory' Commission, the 
top securities watchdog, and 
People's Bank or China, the 
central bank, in Beijing, offi- 
cials overseeing what may 
one day be Asia's financial 
centre are constantly seek- 


ing direction from an outside 
source. This would not nec- 
essarily be a burden in a 
country where the rule of 
law is absolute but in China, 
where the Communist Par- 
ty's power is paramount, 
such a relationship could 
hamper the development of 
transparent capital markets. 

“Beijing has responsibility 
over Shanghai, especially 
with reference to the bank- 
ing system and market liber- 
alisation, but Id some areas, 
there should be more say in 
local government," says Wu 
Xiuyi. vice^hairman of the 
Development Research Cen- 
tre or the Shanghai Munici- 
pal Government 

The aims of China’s policy- 
makers can conflict with the 
interests of financial mar- 
kets in Shanghai and Shen- 
zhen. in the south. While the 
free market principle dic- 
tates that capital should 
gravitate toward companies 
most deserving of it, provin- 
cial authorities are encour- 


aged to allocate their strict 
listing quotas to State-owned 
enterprises needing capital 
infusions to reform but that 
are not necessarily efficient 

This means private Cams, 
which from a market view- 
point may be more deserv- 
ing. are often denied the 
chance to list “Wi thin three 
years, state-owned enter- 
prises have to throw off their 
current dilemma and the 
securities markets have to 
serve this policy," says Chen 
Yaoxian. vice-chairman of 
the CSRC in Beijing. 

But the time spent serving 
macro-economic imperatives 
may be time lost to regional 
competitors that also hanker 
to be Asia's financial hub. 
“Cities such as Singapore 
and Hong Kong are trying to 
speed up their liberalisation 
and this creates a new chal- 
lenge for us," says Mao Ying- 
liang, president of the 
People's Bank of China. 

In other areas, Shanghai 
may be seen as losing out In 


terms of industries such as 
computers, software, inter- 
net design. Beijing is China's 
undisputed lodestar. Anec- 
dotal evidence suggests that 
close links to government - 
a key customer and regula- 
tor of knowledge-based busi- 
nesses - is vitaL 

An intellectual axis now 
exists between Bering gov- 
ernment think-tanks, the 
famous Peking and Qinghua 
universities and a "silicon 
valley" area known as 
Zhtmgguancun, where many 
foreign computer companies 
have invested in research 
centres. 

But foreigners have not 
ignored Shanghai, partly 
because of the city's strong 
telecoms sector. “Computer 
companies have representa- 
tive offices here and, what is 
more significant, they are 
establishing R&D centres in 
Shanghai," says zhn Xlaom- 
lng. chairman of Shanghai 
Foreign Economic Relations 
and Trade Commission. 


Developers start 
to feel the pain 


A soaring supply 
of space has 
weakened the 
foundations of 
the market 

"If you build it, they will 
come," was the message 
from the sky in the film 
“Field of Dreams". But for 
Shanghai's Pudong business 
district - one of the world's 
biggest developments - 
there seems no guarantee 
that they will. 

“The building boom that 
was very much in evidence 
In 1997 is giving way to a 
rash of completed but vacant 
buildings." says Morgan 
Stanley, the US investment 
bank. “Most are conspicu- 
ously lacking in human 
activity - a ghost city of con- 
crete and glass,” 

This spells pain for the 
developers behind the gran- 
diose buildings of Pudong 
and Shanghai's other com- 
mercial districts. But it is a 
heavier blow still to Shang- 
hai's pride and its ambition 
to establish an international 

financial centre, hinged 
partly on Pudong’s success. 

Handling the fall-out will 
test China's commitment to 
market-based strategies, 
while the collapsing econo- 
mies of south-east Asia dem- 
onstrate the dangers of 
bursting property bubbles. 

Most believe Shanghai will 
escape such a fate and that 
Pudong will secure its posi- 
tion as one of the region’s 
top business centres. But 
they also foresee a rough 
ride over the next few years. 

This much is clear from 
the figures. The 500.000 sqm 
of office space at the end of 
1994 has climbed to about 
&5msqm now, with another 
lm expected by 2001. 
Vacancy rates have soared, 
reaching an estimated 70 per 


cent in Pudong. “These rates 
are unheard of In the west," 
says Guy Fulton, general 
manager of First Pacific 
Davies In Shanghai. 

Rents have borne the 
brunt of the glut, more than 
halving since the peak in 
1994/95. Sales prices have 
fallen less, but largely 
because developers are reluc- 
tant to sen into a moribund 
market. Nor is there sign of 
respite. “Prices weakened 
significantly last year and 
we expect price wars to 
ensure," says Credit Lyon- 
nais Securities Asia. 

This is bound to lead to 
casualties. Some developers 
have scaled back their pro- 
jects. Thailand's CP group 
has more than halved the 
size of a planned shopping 
mall and Daewoo is among 
Korean groups seeking to 
delay their investment 

The sheer scale of supply 
and the backdrop of Asia’s 
property woes should set 
alarm bells ringing. But 
S han g ha i's real estate sector 
is not a uniform picture of 
gloom. “The higher quality 
buildings and the mam loca- 
tions are holding up much 
better." says Mir Fulton.' 

Other property analysts 
note some relief for develop- 
ers in the market for middle- 

market residential schemes. 

"They are going like hot 
cakes," says Edward 
Cheung, general manager at 
C.Y. Leung & Co, referring 
to a couple of recent 
schemes aimed at Shang- 
hai’s emerging middle class. 

Pudong also offers several 
causes for encouragement 
Jiang Jian Qing. presdient of 
ICBC in Shanghai, the city’s 
largest bank, cites the dyna- 
mism of Shanghai and the 
foct that much of the money 
behind the real estate boom 
came from foreign investors. 

The continued arrival of 
multinationals and the 


expansion of existing 
operations contrasts with 
the region. Kodak's 
announcement of an Invest- 
ment plan was the latest 
confirmation that many mul- 
tinationals view Shanghai as 
the best base in China, ami 
possibly for the region. 

While exact figures are 
scarce, foreign developers, 
notably the big Hong Kong 
companies, have been ambi- 
tiously expanding. These 
companies tend to have 
robust balance sheets, and 
can endure a period of low 
rents and opportunity costs 
without being farced into a 
fire sale. 

In Pudong, many develop- 
ments are funded by state 
institutions such as Moftec, 
the ministry Of foreign trade 
and co-operation and eco- 
nomic co-operation. Several 
big banks, such as ICBC, ore 
also shifting their headquar- 
ters to a new building they 
own in the district Foreign 
banks seeking to conduct 
local currency business are 
required to take at least 
1,000 sqm of space. 

These measures provide 
support in the short term. 
But more Important consid- 
erations are Shanghai's com- 
mitment to the district and 

the infrastructure bang put 
in place. A new airport is 
due to open in 2000, while a 
second underground rail 
line, connecting Pudong to 
the network. Is to be 
launched, next year. 

Many believe Shanghai’s 
bold, bet will pay off- 
“Pudong will in. 10 years be 
the pre-eminent financial 
centre to China," says Mor- 
gan Stanley. “In 20 years K 
could possibly rival Tokyo as 
the region's premier finan- 
cial centre. “But in the 
meantime, China's develop- 
ers are learning the lesson of 
the cyclicality of property 
markets, with a vengeance-'' 
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Arriving in a 
trickle 


Foreign banks 
have plenty of 
strings attached 
and Httle scope 
for operations 

China "has been very good 
at using foreign banks as a 
prod for the Chinese banks", 
says Chris Tibbs, head of 
corporate finance at Citi- 
bank in Shanghai, observing 
how cash-dispensing 
machines have appeared 
across the city since Citi- 
bank was allowed to install 
one on the waterfront 

“We wanted it {on the 
Bund I to test communication 
systems," he exp lains “The 
PBOC [People's Bank of 
China, the central bank] 
wanted it in here to run 
round to the Chinese banks 
and say, ‘Look out, here they 
come.’’” 

So far. though, foreign 
financial institutions have 
trickled rather than flooded 
into Shanghai. China's test- 
ing ground for financial lib- 
eralisation. And their capac- 
ity to act as a catalyst for 
the reform of China’s 
bloated domestic b anks and 
insurance companies helps 
to explain the government’s 
slow and cautious approach. 

As far as the foreign firms 


that have waited long and 
lobbied hard to enter the 
Chinese market are con- 
cerned. operating licences 
have come with plenty of 
strings attached and little 
scope to do business. 

In the banking sector, wine 
foreign financial institutions 
have been admitted to do 
local currency business. 
They are Citibank, Hong- 
kong S hang hai Bank, TOwilt 
of Tokyo-Mitsubishi, Dai -i chi 
Kangyo Bank. Industrial 
Bank of Japan. International 
Bank of Paris and Shanghai, 
Sanwa Bank, Standard Char- 
tered Bank and Banque 
lndosuez. They have all bean 
required to establish 
branches in Pudong, the 
city’s infan t business dis- 
trict A further 11 banks are 
expected to get licences to do 
banking business in ren- 
minbi, the Chinese currency, 
this year. 

But they are entering a 
paltry market By the end of 
March the nine licensed 
banks reported RMB assets 
worth SilOm, according to a 
central hank official. Over- 
all. the central bank calcu- 
lates that foreign banks in 
Shanghai hold assets worth 
$17.6bn. but because the 
RMB h anks are restricted to 
lending primarily from their 
tiny local deposits the local 


currency loan business is 
strikingly «nwii 

Insurance companies, too, 
have had to make sacrifices 
to enter the market The lob- 
bying process for a licence 
has tended to be long, costly 
and political. 

Once admitted to the Chi- 
nese market foreign life 
insurers have generally been 
required to team up in a 
joint venture with a local 
partner. With the exception 
of American International 
Group, which secured the 
right to set up wholly owned 
life and general insurance 
businesses as early as 1992. 
foreign insurers have so far 
seen little reward from the 
promising insurance market 

Mao Yingilang. president 
of the central hawk in Shang- 
hai, suggests that foreign 
financiers and insurers, must 
be patient Shanghai will 
open its markets to foreign 
competition, but only in n™» 
with what domestic institu- 
tions can sustain. 

“Foreign financial institu- 
tions have been an impor- 
tant force in the develop- 
ment Of Shanghai's financial 
system, bringing capital 
expenditure, expertise and 
technical know-how." be 
says. "We want to see more 
and more, but we canno t 
open the market overnight.” 


EMPLOYMENT • by James Harding 

Hard times for 
state workers 


Despite rising 
unemployment 
there is a growing 
shortage of skilled 
labour 

After 25 years working at 
the Shanghai No. 12 Radio 
Factory, Chen Xlqying has 
been laid off. ‘'There simply 
was pot enough work for 
people to do," she says, 
explaining the rounds of 
blood-letting that have con- 
tinued at the large state- 
owned enterprise. “The com- 
pany had not been able to 
keep up with the changes in 
society. There had to be lay- 
offs." 

Mrs Chen is not alone. 
Between 1992 and 1996. 
roughly l.3m people were 
made redundant in Shang- 
hai, sent borne from their 
former employers with the 
standard subsistence pack- 
age for laid-off workers of 
about RMB 180-225 a month. 

In the coming years the 
rigours of a freer market, 
exacerbated by a slowing 
economy and the after- 
shocks of the Aslan eco- 
nomic crisis, are likely to 
add to the strains on Shang- 
hai's outdated state enter- 
prises and swell the ranks of 
the unemployed. 


The official assessment of 
the problem, not surpris- 
ingly, is sanguine. Shang- 
hai’s statisticians conve- 
niently calculate the city's 
unemployment rate at 2.8 
per cent, comfortably below 
the national ceiling on 
unemployment set by the 
macroeconomic planners in 
Beijing. • 

When the lay-offs from the 
state sector - categorised as 
xiagang. those who have 
"stepped down from their 
posts" - are included, the 
jobless rate is 7 per cent 

Even that may underesti- 
mate the number of people 
not working. Underemploy- 
ment is endemic. Many of 
the unemployed, particu- 
larly the women who have 
borne the brant of the 
restructuring, do not regis- 
ter. The real rate of unem- 
ployment may well be more 
than 15 per cent of the 
workforce. 

Such a mass of unem- 
ployed and the widening 
income gap might spell rum- 
bling social discontent in 
Shanghai. But so far the 
repercussions have been 
more complex. For some, 
redundancy has meant hard- 
ship and a new reliance on 
government welfare, while 
many others have fallen into 
the range of new occupa- 


tions and informal jobs that 
are cropping op in a rapidly 
changing economy. 

For now, unemployment 
has not prompted waves of 
anti-government protest - 
in fact, public dissent has 
been small-scale and spo- 
radic - but rather eroded 
the state’s authority as the 
city's predominant 
employer. About 68 per cent 
of the workforce are in 
state-owned enterprises, but 
that number is falling fast. 

The irony is that at the 
top end of the employment 
spectrum there are not 
enough qualified workers. 
Competition for high-sldlled 
employees is fierce and sala- 
ries have been rising by 
more than 10 per cent per 
year in white collar indus- 
tries. But such jobs are still 
rare and too often unsnited 
to the people coming out of 
half a lifetime's employment 
in the state sector. 

Mrs Chen, at least, has 
profited from redundancy. 
She took a job doing 
door-to-door sales of Ger- 
man vacuum cleaners and 
bas discovered a natural tal- 
ent. In a really good month, 
she can earn RMB10.000, 
she says, more than 10 times 
her old salary. 

But she admits: "1 have 
been lucky." 


RETAILING • by James Harding 


Bitten by the 
consumer culture 


Consuming ambitions 
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Shoppers want 
the latest items 
the minute they 
have appeared in 
New York 

To many Chinese. Shanghai 
is synonymous with shop- 
ping 

Before the Communist 
takeover of China in 1949. 
Shanghai's boutiques and 
department stores sought to 
rival the shops or London. 
Paris and Ni»w York. 

Even in the monochrome 
da vs of the Mao economy, 
the Nanjing Road that runs 
through the centre of the 
city was China's most bust- 
ling high street. Ahd. in the 
1990s, eennomir liberalisa- 
tion has fostered a breath- 
less consumer revival. 

While average annual 
Incomes have doubled, retail 
sales have almost tripled. 
The sales of consumer goods 
have risen from RMBJ6.4bn 
in 1992 tn RMB132.5hn last 
year. _ _ 

A telling indication m the 
consumer revolution is the 
rising cost of advertising. A 
30-second slot on prime time 
T\' In Shanghai cost *2.340 
in 1993. but by last year that 
figure had more than dou- 
bled to nearly $5,000. But 
what does the new genera- 
tion of enthusiastic Shang- 


hai consumers want to buy? 

Probably not a television 
set - they already have one. 
The government calculates 
that there are now more 
than 113 colour TV sets to 
100 Shanghai households. 
The black-and-white televi- 
sion, which is still common 
in tbe countryside, is a tiling 
of the past in Shanghai 

Roughly one in five Shan- 
ghainese homes plans to buy 
a compact disc player, a 
video compact disc player or 
a microwave oven in the 
next five years. 

More and more people 
want to have a personal 
computer at home. While 
just 1 per cent of rural Chi- 
nese told a Gallup survey 
last year that they wanted to 
buy a computer in the next 
two years, roughly 21 per 
cent of Shanghai residents 
aim to get a PC. 

Standards, too. are rising 
with levels of Consumption- 
Market research shows 
Shanghai’s shoppers are 
increasingly discerning, 
keenly price sensitive, brand 
conscious and de m a n di n g 
high quality. 

Foreign companies are 
increasingly advised against 
bringing old models from 
western markets to sen to 
the Chinese, who now tend 
to expect the latest innova- 
tions to be on the shelves in 
Shanghai almost as soon as 


they reach the stores in New 
York. 

Like television sets, refrig- 
erators have become stan- 
dard fixtures in Shanghai 
homes. There were just 92 
fridges to 100 households 
five years ago, but last year 
there were 101. 

The capacity to keep goods 
cool and fresh in the home is 

changing eating habits too. 
Food still accounts for tbe 
vast bulk of Shanghainese 
spending, but what they buy 

Is changing- 

Milk, for example, is com- 
mon in Shanghai homes - 71 
per cent according to Gallup 
- but rare in rural house- 
holds (8 per cent). Also, 
instant coffee is a regular 
item in a Shanghai kitchen 
(51 per cent), but hard to 
find in the countryside (l per 
cent). Faster lifestyles are 
also fostering the pre-packed 
foods business and tbe snack 
food industry. 

Big ticket Hum s , though, 
are moving more slowly. For 
example, the number of 
motor vehicles in the city 
has grown more slowly than 
the economy - rising at less 
than 10 per cent a year. 

Even how people pay has 
changed. Roughly a quarter 
of Shanghainese cany plas- 
tic. leading the way for the 
transition of China's cash- 
only economy to a market of 
credit card users. 
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THE STOCK MARKET • by James Harding 


First steps on the ladder 


The exchange has 
come a long way 
but there 
is still 
much to do 

Shanghai's hopes of 
becoming a world-class 
financial centre rest, in large 
part, on its stock market. A 
transparent, Squid, self-regu- 
lating exchange would 
require the development of a 
competitive financial ser- 
vices industry and foster a 
new generation of brokers, 
accountants, lawyers and 
fund managers. Thus the 
opacity, illiquidity and state 
intervention characterising 
the infant bourse say much 
about how far Shanghai has 
to go. 

The city’s exchange has 


developed quickly. Bom in 
1990 as an experiment in 
capital raising for China's 
state-owned enterprises and 
a tentative step towards 
diversification of ownership. 
Shanghai’s foreign currency 
and domestic bourses have 
grown into a combined mar- 
ket worth about *l35bn. 

As Asian markets crum- 
pled last year, Chinese 
bourses more than weath- 
ered the storm. Shanghai’s A 
share index, which tracks 
shares denominated in local 
currency and reserved exclu- 
sively for mainland rhinesp 
investors, rose 32 per cent in 
1997 and further since. Chi- 
na's A share markets were 
the best performers in Asia 
last year. 

For foreign investors 
though, it has been a differ- 
ent story. As a function of 


China's restrictions on for- 
eign exchange, Shanghai's 
markets are segregated: the 
A share markets for local 
investors are large and liq- 
uid. while the B share mar - 
ket, where stocks are sold in 
US dollars and reserved, in 
theory, for foreign investors, 
is small and stolid. 

The B share capitalisation 
is RMBl6bn, less than 2 per 
cent of tbe RMB2,il2bn A 
share market and about the 
same size as Sri Lanka’s 
stock exchange. Brokers in 
Shanghai say the quality of 
companies listed on the B 
market reinforces the sense 
that the foreign investor 
bourse is, to put it mildly, 
second best 

Shanghai is not the only 
stock market. The exchange 
in Shenzhen, the capitalist 
crucible in southern China 


bordering Hong Kong, bas 
proved more flexible in win- 
ning new issues in the past 
few years than the 
flat-footed Shanghai 
exchange. 

In tbe short term, foreign 
investors need an improve- 
ment in the quality of com- 
panies lis ting on the B share 
markets to make investing 
worth while. But, for Shang- 
hai to sustain tbe interest of 
global investors, the markets 
need structural changes. 

Liquidity win come with 
the merger of tbe A and B 
markets. When the renminbi 
becomes fully convertible (a 
longer-term proposition 
since the Aslan currency cri- 
sis) the logic of market seg- 
regation will evaporate. 

Transparency may take 
longer - corporate culture in 
China is only just emerging 


from tbe days of 'socialist 
accounting' and institutional 
investment is in its infancy, 
with the launch of tbe first, 
mutual funds this year. 

The role of government 
will be critical. In the past 
year. Beijing has feted tbe 
stock markets in theory, 
more than practice. China's 
leadership is determined to 
control the stock market to 
fund economic transition, 
while preventing any insta- 
bility that could come from a 
volatile market. 

A securities law. bas been 
talked about for five years, 
but not passed. Shareholder 
rights are barely understood, 
much less enforced. And the 
emergence of a derivatives 
markets was squashed by 
the authorities after an 
embarrassing bond trading 
scandal in Shanghai in 1995. 


ENVIRONMENT • by James Harding 


Something in the air... 


Rapid growth has 
brought its own 
problems in the 
shape of pollution 


In the 1990s, the only thing 
that bas made a more stri- 
king dent on Shanghai's sky- 
line than the scores of shiny 
new office blocks bas been 
the pall of industrial pollu- 
tion that hangs over the city. 
Palpable damage to the local 
environment has accompan- 
ied the rapid economic 
growth. 

The number of cars in 
Shanghai has almost dou- 
bled from 1992 to reach 


520,000 vehicles in 1997. 
adding to the city’s fleet of 
half a million mopeds. The 
air quality has inevitably 
suffered. 

The government calculates 
that only 70 per cent of 
vehicles comply with Chi- 
na's own emission stan- 
dards, calculating that car- 
bon monoxide exhaust is 
well above acceptable levels. 

Industrial waste gas emis- 
sions are up 34J3 per cent 
from 1990 and widespread 
use of coal in Shanghai's 
houses has heaped smoke 
and dust as well as indus- 
trial dust on Shanghai’s sub- 
stantial sulphur dioxide out- 
put. 

The Implications of the 


pollution are disturbing. The 
amount of lead in the blood- 
stream of Shanghainese chil- 
dren averages 80 per cent 
higher than that considered 
safe for normal mental 
health development, accord- 
ing to a recent study by the 
World Ranic The levels of 
total suspended particles 
and sulphur dioxide in 
urban China are between 
double and five times as 
high as World Health Organ- 
isation guidelines. 

But the city’s environment 
protection bureau says the 
air and water quality, 
although well below accept- 
able standards, is improving. 
They may be right 

Total suspended particu- 


lates in the air in Shanghai 
in 1996 were measured at 
0.229mg per cu m and sul- 
phur dioxide emissions, hav- 
ing grown in the early 1990s, 
were held in check at 
0.032mg per cu m in 1996. 
The government has limited 
the use of mopeds and intro- 
duced lead-free petrol. Tbe 
municipal authorities have 
also pledged to raise envi- 
ronmental spending from 22 
per cent of GDP in tbe first 
five years of the 1990s to 3 
per cent in the second half of 
tbe decade. 

The latest figures on waste 
water discharge, for exam- 
ple, show industrial effluent 
released in 1996 was i.i4bn 
tonnes, 1.8 per cent lower 


than the previous year. Hav- 
ing said that, treated indus- 
trial effluent - in a city 
where the thoroughness of 
treatment varies considera- 
bly - rose 13.8 per rent to 
1.42bn tonnes. 

Shanghai bas set tbe 
clean-up operation of the 
Suzhou Creek, the repository 
of most of the city's effluent 
and arguably one of the 
filthiest rivers in the world, 
as a measure of its commit- 
ment to environmental pro- 
tection. 

It is again a measure of 
the ambitions that the 
authorities do not want just 
to dean up Suzhou Creek, 
they want to turn it into 
Shanghai's ‘Hire Gauche’. 


VICE • by James Harding 


Modest comeback for hedonism 


Even in the new 
nightclubs people 
are more likely to 
be drinking Coke 
than taking drugs 

“The tired or lustful 
business man will find here 
everything to gratify his 
desires. You can buy an elec- 
tric razor, or a French din- 
ner or well-cut snit..You 

can attend race-meetings, 
baseball games, football 
matches. You can see the 
latest American films. If yon 
want girls, or boys, yon can 
have them, at all prices, in 
the bathhouses and the 
brothels. If you want opium, 
you can smoke it in the best 
company, served on a tray, 
like afternoon tea. Good 
wine is difficult to obtain in 
this climate, hut there is 
enough whisky and gin to 
float a fleet of battle- 
ships... Finally, if you ever 
repent, there are churches 
and chapels of all denomina- 
tions.” 

Shang hai , as seen by WJL 
Auden and Christopher Ish- 
erwood in 1934, is the stuff 
off nostalgia. Today the 
tired or tristful businessman 
may find such gratification 
harder to come by. The 
Irony is that a city once syn- 
onymous with the most 


degenerate behaviour is, 
arguably, the most prudish 
and prurient metropolis In 
the world. 

The second world war 
punctured its exuberance 
and, after the revolution, 
China’s communists all but 
extinguished the party 
spirit. 

Maoism made prostitution 
illegal and pnt an end to 
China's opium habit It 
enshrined principles of peas- 
ant frugality, replaced a 
rich tradition of erotica with 
a prim and functional sex- 
ual code and sacrificed the 
pleasures and freedoms of 
tbe individual for the 
greater joys of national 
progress. 

With prosperity, though, 
hedonism is malting a mod- 
est comeback. Still, by the 
standards of tbe lurid flesh- 
pots of Asia or the capitals 
of Europe and North Amer- 
ica, vice Is a cottage indus- 
try in Shanghai. Brothels 
are discreet, whores are coy, 
drags are a rarity, drinkers 
tend to stick to beer and 
tumbling, though endemic, 
is all in small change. 

There are no official mea- 
sures of depr a v i t y in Shang- 
hai today. Prostitution, 
drnflv and gambling are all 
illegal and the authorities 
do not want to draw atten- 


tion to a renaissance in the 
industries of in diligence by 
publicising offenders. 

Instead, the government's 
goal is to create "spiritual 
civilisation” - a “moral" 
society. Rather than back 
alleys crowded with neon-lit 
strip joints and adult book- 
shops, tbe lanes of down- 
town Shanghai are littered 
with government hoardings 
that instruct the people to 
follow the “Seven Nos". 

They include "No foul lan- 
guage", “No spitting" and 
“No Jay-walking". (Judging 
by behaviour, they are not 
talon that seriously.) 

Nevertheless, the oldest 
profession was never frilly 
suffocated in Shanghai and 
with the return of greater 
commercial freedom and the 
“lustful" businessman, pros- 
titution is back from the 
verge of extinction. Behind 
what look like karaoke bars, 
massage parlours and bar- 
ber shops, sexual services 
are on offer. 

And, beyond the city lim- 
its - where provincial 
authorities have not made 
efforts to crack down on 
prostitution in the way 
Shanghai’s puritan police 
force has done - the indus- 
try is malting a furtive 
return. 

All the same, it is a far 


cry from tbe 1920s and 
1930s. when the number of 
prosti tutes in Shanghai was 
estimated at roughly 
100,000. What was once a 
flourishing drags trade has 
also vanished. All that 
remains of tbe opium busi- 
ness are the old beds on 
which users smoked and 
idled away the hours. 

In tbe rash of new night- 
clubs that have sprung up 
across Shanghai in the 
1990s. tbe atmosphere is 
only a step up from that of a 
holiday camp disco. In these 
clubs more people are drink- 
ing Coca-Cola than doing 
designer drags. 

True, cases have been 
brought to light of Ecstasy 
use in Shanghai (the Chi- 
nese authorities call it the 
"head-rocking drug" 
because users often dance 
frenetically). But, in a city 
where 3m people are 
between the ages of 15 and 
35. the absence of drags is 
more striking than the occa- 
sional arrests. 

Gambling, too, was once 
literally at the heart of the 
city, but the space it once 
occupied is now used for 
worthier things Hie Shang- 
hai racecourse used to sit on 
the land on which the gov- 
ernment Is finishing con- 
struction of a Grand Opera 


House and where it has 
already built municipal gov- 
ernment offices and a huge 
museum. 

Of course, betting between 
individuals, over games of 
Mah Jong, poker or tele- 
vised sport, continues. On 
the outskirts of the city are 
racetracks, and a horserac- 
ing industry is waiting to be 
let loose as soon as the gov- 
ernment relaxes the restric- 
tions on betting. But, for the 
time being, the only casino 
in town is the stock market. 

Perhaps Shanghai is a city 
in denial. Certainly, the fail- 
ure to address the problems 
of prostitution and drag-tak- 
ing make the official esti- 
mates of a relatively small 
number of Aids and HIV 
cases in China hard to 
credit. 

The denial of vice is also 
in danger of making prosti- 
tution, drag-dealing and 
peddling pornography a 
lucrative business and one 
migbt speculate that the 
dty that once fostered Du 
Yuesheng and the notorious 
Green Gang could spawn a 
class of gangsters again. 

Today, though, the most 
violent and steamy trans- 
gressions in Shanghai are to 
be found in the history 
books and in the literature 
Of Anden and Isherwood. 
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Treasuries lead Europe higher 


By Jeremy Grant in London and 
Join Labate In New Ynfc 

European bond markets 
started the week higher in 
sympathy with gains in US 
Treasuries, but there was 
little else to stir them ahead 
of today's meeting of the 
Federal open market com' 
mlttee, which will chart the 
likely direction for US inter- 
est rates. 

The consensus is (hat the 
FOMC will leave rates 
unchanged at a time when 
the market remains troubled 
by persistent political prob- 
lems in Indonesia 

However, markets are 
looking to the release of the 
committee's notes on Thurs- 
day for any sign of a shift 
towards a tightening bias. 

The communique issued 
by the G8 group of nations 


at the weekend was taken as 
"cautiously positive" for 
bonds, according to Jeremy 
Hawkins, chief economist at 
Bank of America. 

At its Birmingham meet- 
ing, the group pledged to 
maintain strong growth 
while resisting inflationary 
pressures. 

“The wording suggests 
that the UK, US and Canada 
are going to be alert to 
potential inflation problems. 
But the broads' picture sug- 
gest that most countries are 
happy with the current 

stance on policy," Mr Hawk- 
ins said. 

JAPANESE government 
bond yields fell to a record 
low - 1.255 per cent in Lou- 
don - as bond futures 
firmed. 

US TREASURIES rallied as 
overseas issues overcame 
any fears that the FOMC will 
. raise interest rates. By early 


Eksportfinans 
breaks torpor 


INTKNATIONAL BONDS 

By Vincent Boland 

Eksportfinans, the private- 
sector Norwegian export 
finance group, brought its 
biggest dollar issue to the 
market yesterday, the first 
of what it expects will be an 
annual series of benchmark 
deals to finance a growing 
lending business. 

Priced to yield 28 basis 
points over the comparable 
US Treasury, the $500m five- 
year issue was aimed at 
building an investor base for 
Eksportfinans among Euro- 
pean institutions, as its lend- 
ing activity swells is 
response to Norway's strong 
economy. Previous bond 
Issues have been bought pri- 
marily by retail investors in 
Europe and Japan. 


WORLD BOND PRICES 


The new bond reflected 
what the group said was its 
changing borrowing strat- 
egy. and was the first public 
issue from Eksportfinans 
aimed mainly at capturing 
institutional interest. 

H We have a borrowing 
requirement of ¥2.2bn for 
1998. which is more than for 
previous years, hence the 
change of strategy. This 
benchmark issue fits into 
that quite nicely," said Ebba 
Lie, vice-president for fund- 
ing at Eksportfinans. 

“We are looking to make 
the Eksportfinans namp bet- 
ter known. This was our 
first attempt to target Euro- 
pean institutions with a pub- 
lic transaction," she added. 

Eksportfinans. owned by 
the country's banks and 
rated AAA by S&P and 
Moody's, has between 
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afternoon the benchmark 
30-year band had climbed V* 
to I02g, sending the yield 
lower to 5.538 per cent 

At the shorter end, the 
two-year note rose & to 
100£, yielding 5-606 per emit, 
while the 10-year note 
gained & to 90S, yielding 
5.654 per rami . 

T think the dollar is the 
driving force,” said Patrick 
Dimick of UBS Securities. 
“There’s very little liquidity, 
and the market’s In wait and 
see mode.” 

The spread over GERMAN 
BUNDS was seen “continu- 
ing to outperform" in the 
near-term if US rates remain, 
on bold and the Bundesbank 
is tempted to raise rates 
towards the end of the sec- 
ond quarter, according to 
David Brown, chief Euro- 
pean economist at Bear 
Steams. 

Bunds ended higher but 


INTERNATIONAL C APITAL MARKETS 

:urope higher 

benchmark lO^sarbondyteld spread ■ activity expectations In -m -me 

l climbed V. osmtestemy - today's release of the IPO 

g the yield pmbpofctg- - business sentiment survey. EJULRJJAVr 

r cent — ' UK GILTS started weaker * 

sr end. the ij»- k but later bounced back, in ATTpr 

rose A m <m. JR line with steriftra. to autoer- ”AAvJL . 
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were stuck in a quarter-point 
range in meagre volume, 
awaiting the FOMC meeting. 
The June bund future settled 
at 106.82, up 0.11 basis 
points. 

Analysts said bunds would 
keep a weather eye out for 
signs of rising economic 


activity expectations In 
today's release of the IPO 
business sentiment survey. 

UK GILTS started weaker 
but later bounced back, in 
line with sterling, to outper- 
form bunds. The spread over 
bunds continued to widen, 
finishing at 105 basis points. 

The June lb-year future 
settled at 107.67 In modest 
volume of 76,000 contracts 
traded. 

The market was looking to 
today's release of April retail 
price data and the govern- 
ment’s public sector debt 
needs for the fi nan ci al year, 
reflected in public sector 
burrowing requirement data. 

Analysts expect the price 
data to show a sharp rise, up 
about 1 per cent on the 
month to give a headline 
rate of 4 per cent and an 
underlying rate of 2.8 per 
cent, ahead of the govern- 
ment’s 2 JS per cent target. 
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$7bn and $8bn in outstand- 
ing borrowings, and yester- 
day's issue brings the total 
raised so far this year to 
S900m- 

Bankets at Nomura, lead 
manag er, said more than 
two-thirds of the bond was 
sold to European buyers, 
with 18 per cent going to 
Japanese investors. 

“There is very little paper 
on offer at sensible spreads 
from Nordic issuers, and this 
is sensibly priced," one 
banker said. 


“It is correctly priced and 
there has been, some aggres- 
sive switching into the deal, 
but it adds little new to the 
market because there has 
been a lot of five-year dollar 
paper recently." a syndicate 
member at another bank 
noted. 

Elsewhere, activity was 
low in one of the qui ete st 
days for some weeks. Bank- 
ers said that business was 
likely to be lacklustre 
because of the Federal open 
market committee meeting 


BOND FUTURES AND OPTIONS 
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and a holiday later in the 
week across much of Europe. 

However, there were 
expectations that the Euro- 
pean Investment Bank 
would bring a $2bn three- 
year issue, perhaps as early 
as today, with Salomon 
Smith Barney and Goldman 

Sachs at the h alm. 

Lithuania has also man- 
dated Credit Suisse First 
Boston and Dresdner Bank 
to launch a DMSOOm, five- 
year issue within the next 
six weeks. 
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By Tam Bums h 1 Madrid 

Endesa, the Spanish power 
group, yesterday launched 
the registration period for its 
record-breaking Ptal.l64bn 
($7.7bn) privatisation. 

Manuel . Plzarro, deputy 
chairman of Madrid’s -stock 
exchange, said the public 
offer would consolidate 
Spain as a . shareholder 
society. 

The sale, at current mar- 
ket prices, is double the size 
of an offering of Endesa 
shares last October, which 
itself set « benchmark for 
Spain's capital markets. 

It also completes the 
centre-right government’s 
15-month privatisation drive, 
which has included the sale 
of Telefonica, the telecoms 
operator; Repsol, the energy 
conglomerate; Argentaria, 
the banking group; and 
Tabacalera. the tobacco 
distributor. 

The previous Endesa offer 
raised the power group's 
shareholder base from 
200,000 to L6D3, and the lat- 
est sale is expected to ; 
increase its number of share- [ 
holders to well over 2m. 

The sale of 33 per cent of , 
the electricity generator and 
distributor owned by Sept, a 
government agency, will be 
completed on June 8. A 
further &2 per cent of Sepi- 
held stock will subsequently 
be bought back by the 
utility. 

At least 70 percent of the 
initial offer of 306.8m shares 
is weighted towards small- 
savers, who will receive a 3 
per cent discount as well as 
a 3 per cent cadi bonus in 
six months. 

Sepi has appointed Argen- 
taria, Banco Santander, 
Banco Bilbao Vizcaya and 
Dresdner Klein wort Benson 
as global coordinators. 


Opan S* price Omgs Mgk Uw Eat mil Open UL 
Jan 10052 mSO +058 - - 1 . >1.118 


0$ CORPORAt¥ L lON0S 


Strike 

Price 

Jun 

— CALLS - 
JM 

Sap 

Jim 

— pure 
Jri 

102 

1.11 

492 

126 

047 

037 

103 

035 

438 

472 

Ml 

042 

194 

403 

410 

026 

499 

154 

105 

051 

403 

414 

157 

256 


l MSB Ns 5526 . PMX an tat, Oft BUB PlB SUM 


Germany 

■ mnaiuo6BKmBMmnrragsM7ytii<2505iM loom onno% 

Open Sett price Change Wgh low Bt wl Open bn. 
JHI- 10673 10082 +0.11 10887 10863 SSBJB 140596 

Sap 10831 10842 +012 10843 10678 146 4664 

■ bow ramus omoas oMapoog pano m ioo% 


SHie 

Price 

JIB 

JM 

CALLS - 
«ug 

Sap 

Jan 

Jri 

10850 

439 

448 

ass 

483 

057 

456 

10700 

403 

427 

0.46 

461 

427 

485 

10750 

402 

0.13 

430 

a 42 

479 

121 


: own. m* 5P"I 

Had S&P BW-'-au ctge chgs t 

■ay 18 date Coupa Retag price yttt yM yM Owls 

Pec Bel OWE 775 M- 10441783 811 - 4002 +045 

MY Tel OB® 750 A+ 988994 758 - +055 +142 

ONE 05708 850 BOB 1105868 650 - +059 +883 

; ■ ■p'r&s. 

QBOC 05JD7 875 AM 1155474 827 - +010 +050 

BuOn 08/02 725 A+ 1(07153 822 -051 +052 +058 

us Wat m/or 7jo am* wjm* && -am -a 27 +am 

mix Tnctl M/99 5® B6B 1080132 822 +O01 +OW +1.05 

UN Mm 05AC 875 AA 1025213 658 -051 +051 +042 

Dayton Hud 06/21 870 B8B+ 1315044 893 - +058 +056 

./warn* 

BftJK M/U7 7.14 HA 1075357 801 -051 +057 +034 

SLAW am 759 HA 1025116 5.77 - +006 +017 

FW4A 02718 856 HA 1382209 826 - +006 +029 

fTCB 08706 895 MA 1185569 558 - +059 +028 

SboeCntf 02/01 958 0 1024500 050 

MSB 12701 813 BB- 1052500 050 

tote 06W 1075 8- VBJSOOO 050--- 

mt am* 9mmt a Pten mm- w«h 

US 1NTCRKT RATES 


fSL «d HA Cte Trace Fok i»i Pieriw Of* am W, Brie ZUBH m 240522 

■ HQTIOHAI. 6BMHI BUMP [BOBU WTBBB PTB) DM230500 TOOte d 100% 

Open Sett pice Onge Mgb la* EM Wl Op™ tot 
Jin 1MS3 10454 -051 10458 10479 5657b 249514 

Sep 10469 104.65 -001 10469 tM-63 1582 14574 


■ HOTHWAL GEMWI BOBL nHOBES QB+g* DMZ50500 100BB ot WOlfc 

Open ScSprin Change Htfi Lnr Est «d Open UL 
Jib 10451 1M54 +O01 10451 10451 100 346 


■ tcnauQ rrmw sott. bow (rip? hhobes pre- 2com iqobb a 100% 

open Eettprice Change Hgh 1<M Eft M Open to. 
Jib 11833 11840 +012 11848 11826 20091 121830 

Sep 11875 11867 +012 11891 118JS 1810 10683 

■ ITALIAN GOVT. BOND BTfl FnnKES OPTWIB 8Ff0 UiafiOOn 10QBS id 100% 


i OMFT MnMan 


FwLtaWB — — 

FedJtnk ■ bBrvNMai 


UK BONDS 


Ttaeay Bflto end Snd YUkU 

Oneamfc - Tarytar 

Btj IMl PM«i - ItaneyaB — _ 

7l« 7hn» — u 5 IS Rwiur— _ 

5A O* mm* 838 TOyetr 

- Onayw. — _ — __ 845 30-jMr 


FTSE Actuaries Govt Securities 

Price bdea men Oaf* hi «ened Hail 

nxafc My 78 dtaagen Wy 15 Herat y« 

1 Up b 5 yens (IB) 1195B 003 11952 222 412 

2 S-ISyeataCSQ 1S2J3 011 18255 110 350 

3 0«er 15 yean (51 20251 812 20207 454 159 

4 knttomOHM 24&M 0.12 247J4 0 S3 7J0 

5 A4 «Xka (47) 15453 009 154.70 357 855 


___ NEWS DIGEST 

MEDI A 

Pearson signs up facility 
to finance US acquisition 

Pearson, the UFC madia group whfch-owns tf»« Financial ; 
Timas, bas^ ^sfened^ ^up of bank factBties to finance fta 

acquisition of Simon & Schuster, ths US pubfclwri and.Tifti-. 
once outstarwSng syndicated tows. It ts tfta latest in s fine of 
substantial acqutettions to be financed through the synefcatod 
loan mariCBt, fatowtng Texas Utiftties’ reoefrt Sllbn loan to - 
fund Its purchase of The Energy Group and Jumbo loans from 
Imperial Chemical industries and BAT industries. 

The. new financing package has been put together by 'Gold- 
man Sachs and HSBC awilrKAjdeaaSWbnflvs-ysarterm ... 
loan, a S2bn five-year revoMng credit and a $1-5bn 364-day 
loan. Investors expect the loans to be tradeable. Thtehas -- 
become commonplace In the US but was only Introduced to - 
the euroioan market last year with the $&5bn loan to ICl to- - 
finance its acquisition of Unilever's speciality chemicals . 
business. 

There has been considerable reluctance by European cor- ., 
poratos to have bankers trading out of-toens. The quid pro 
quo, in theory, Is more attractive financing. Details of the 
terms of the loan were not avafisble yesterday. A broader- 
underwriting group wW be put together In the next 10 > 

Pearson's credft rating from Standard £ Poor’s, the rating 
agency, has been put on negative outlook as a result of the 
acquisition, but Its shares rose sharply yesterday. 

Stoion Davies 

EMERGING MARKETS 

Trading falls in first quarter 

A sharp faH in the volume of trading In Latin American bonds . - 
led to a small decline of overall trading fn emerging market 
debt in the first quarter, according to a report by the Emeigh 
ing Markets Traders Association. International traders turned 
their focus away from Latin America and from restructured 
Brady bonds 'n generalin the first three months of 1998 to 
focus on the smaller but growing debt markets of Asia end 
Russia, said EMTA. 

Although Latin America accounted for almost 70 per cent of 
turnover, this was sharply down from Its 84 per cent share in 
the first quarter of 1997. Overall volume was also depressed 
by the narrow tradng range of emerging marfeat debt In the 

aftermath of the worst of the Asia crisis in lato 1997. 

Edward Luce 


INDONESIA ‘ 

S&P cuts rating again 

Standard & Poor’s again cut Indonesia’s credit rating yester- 
day citing the country’s rapidly deteriorating political situation. 
The rating, which was cut to CCC+- from B minus, remains on 
watch. Edward Luce 
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CURRENCIES & MONEY 


Yen at seven year low against dollar 


fMFKETSm^KT 
By Richard Adams 

The yea sagged to its lowest 
point since September 1991 
against the US dollar during 
trading on foreign exchange 
markets yesterday. 

Analysts interpreted the 
absence of comments sup- 
porting the yen in the Group 
of Eight heads of govern- 
ment communique at the 
weekend as a cause to sell 
the yen. Further turmoil in 
Indonesia and more bad 
news on the balance sheets 
of Japanese banks triggered 
further selling when the 
London and New York mar- 
kets opened. 

The yen ended trading in 
London at Y136.li, its weak- 
est level since September 
2992. Against the D-Mark the 
yen was also weak. It traded 
above Y76. the D-Mark's 
strongest for over five years. 

The dollar's strength 
against the yen helped ster- 
ling recover from a rocky 


opening session in London, 
when it dipped to DM2.88 
against the German cur- 
rency. But in later trading 
sterling bounced back above 
DM2.90. It ended the day 
barely changed from its dos- 
ing rate last weds. 

The Indonesian rupiah 
remained in trouble after a 
weekend of violence in 
Indonesia and reports of fur- 
ther demonstrations to go 
ahead later this week. Ana- 
lysts said liquidity was 
almost non-existent, with 
bid-offer spreads moving out 
to between Rpil,700 and 
Rpl2£00. 

The Russian rouble came 
under speculative attack, as 
jitters surronding emerging 
markets spread. The central 
bank and finance ministry 
made public statements of 
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support in the currency ands 
the banking system. 

David Simmonds. emerg- 
ing markets currency ana- 
lyst at Citibank in London, 
said that while his institu- 
tion was “positive" about the 
new Russian government, 
"there are some concerns 
about the Russian banking 
system, and how much 
higher interest rates they 
will pay." 

■ The yen’s travails are 
nowhere near over. The yen 
was sandwiched between the 
possibility that the Rank of 
Japan may cut rates today, 
in an attempt to J ump -start 
the domestic economy, and 
the Federal Reserve's mone- 
tary committee meeting. Hie 
FOMC, in the opinion o€ a 
number of economists, may 
raise rates. 

But Paul Chertkow. chief 
currency analyst at the 
Bank of Tokyo-Mitsubishi, 
points out that if interest 
rate differentials were all 
that mattered, “the dollar 


AostraBa '(■ : 
ASagaSEtiteRSS 

. . 


GoM price 

S per Troy ouncs 



1986 SB se 82 94 96 99 


would be around Y200 now". 

Mr Chertkow said there 
was a chance the Japanese 
central hank might consider 
a more dramatic option to 
tackle the economy’s mal- 
aise. If the central bank were 
to abandon using Its dis- 
count rate in lending to 
banks, and adopt a system of 
money targets or bank 
reserve targets - as used 
successfully by Paul 


Volcker, chairman of the US 
Federal Reserve, in 1979. A 
resulting easing in liquidity 
might help boost lending 
more effectively than simply 
cutting rates. 

Mr Volcker’s policy shift 
was in response to an over- 
heating economy, the very 
opposite eg the problem fac- 
ing the Japanese authorities. 
But Mr Chertkow says the 
net effect is the same: con- 
trol liquidity. and let the pri- 
vate sector banks sort out 
the interest rate. 

"There is a downside to 
this. There has never been 
that sort of monetary easing 
without a currency conse- 
quence," Mr Chertkow said. 
The US might consider such 
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a policy too lax. 

■ Sterling bounced around 
yesterday. It started the day 
heading downwards against 
the D-Mark, after a Sunday 
newspaper report that Tony 
Blair, the UK prime minis- 
ter, wanted to see sterling 
join European monetary 
unioD at a rate of DM2.63. 

But the report was aggres- 
sively denied by the Trea- 
sury, “You only have to look 
at [the story] to see it is rub- 
bish," a Treasury spokesman 
said. "There is no substance 
to it at all." 

The denial sparked a 
recovery, as the dollar 
surged. The stronger dollar 
dragged the pound up in its 
wake. Sterling finished the 
day almost unchanged 
against the D-Mark, at 
DM2.9008. But against the 
dollar the pound was almost 
a cent weaker. 

Mr Cbertkow said inves- 
tors may be returning to the 
pound, because of the lack of 
alternatives to the dollar. 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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COMMODITIES & AGRICULTURE 


Questions raised over need for fresh Opec cuts 


By Gary Head 

Pressure is growing on the 
Organisation of Petroleum 
Exporting Countries to mate 
fresh crude oil production 
cuts when oil ministers meet 

in Vi enna on June 24. But 
some analysts are beginning 
to argue that such a move 
may be unnecessary. 

A meeting last week in 
Damascus of the Organisa- 
tion of the Arab Petroleum 
Exporting Countries 
fOAPEC) demonstrated 
growing dissatisfaction with 


current prices. Brent blend 
as quoted on the Interna- 
tional Petroleum Exchange 
in London has lost some 30 
per cent of Its price since 
last November. 

Yesterday July Brent was 
trading at $1425 a barrel, 5 
cents lower than the previ- 
ous close. 

The mood in Damascus 
among the Arab oil produc- 
ers was that $14 a barrel 
really won't do. I would 
expect that if the price does 
not look like moving to $17 
there will be a lot of pres- 


China’s youth 
takes a shine 
to platinum 


By Keonetb Goofing, 

Mining Correspondent 

China's “spoilt brat" 
generation, products of the 
government's insistence that 
each family has only one 
child, is proving a boon to 
platinum producers. 

Sales of platinum jewel- 
lery in China nearly doubled 
last year, according to John- 
son Mattbey, the world's big- 
gest platinum marketing 
group, as the metal became 
fashionable among young, 
wealthy, urban Chinese. 

“These single children are 
doted on by their parents 
add grandparents. They are 
the first Chinese to enjoy 
prosperity and have plenty 
of spending power,” said 
Alison Cowley, author of 

JM's annual market survey. 

“These young consumers 
regard platinum jewellery 
as elegant and sophisticated 
In comparison with the sim- 
ple, heavy gold items bought 
by their parents' genera- 
tion." 

Manufacturers have 
encouraged the trend 
because, unlike gold, plati- 
num supply is not controlled 
by the central bank, and can 
be Imported freely. This has 


enabled jewellers to expand 
quickly into platinum jewel- 
lery production. 

Production of platinum 
jewellery also jumped by 75 
per cent last year in the US. 
“The recent introduction of 
platinum jewellery by large 
retail chains and television 
shopping networks indicates 
tt is now regarded as a main- 
stream jewellery metal in 
America,” said Ms Cowley. 

These trends helped global 
sales of platinum jewellery 
advance 9 per cent last year 
to 2.18m troy ounces, in spite 
of a fall In Japan coupled 
with the Asian crisis. 

Total platinum demand 
was up 4.8 per cent to 52m 
ounces, while supply was 
stable at 4.97m. leaving a 
shortfall of 230,000 ounces. 

JM forecasts that platinum 
demand will grow by 22 per 
cent this year and that 
prices will be volatile and 
range between US$370 and 
$450 an ounce for the rest of 
this year. In London yester- 
day the price was “fixed" at 
$405. 

“Platinum 1998," free from 
Johnson Matthey, 40 Hatton 
Garden, London EC1N SEE, 
UK Email: platinumQmatt- 
hey.com 


sure within Opec to do some- 
thing. I have never seen 
such a consensus before,” 
said Robert Mabro, director 
of the Oxford Institute for 
Energy Studies. 

However, according to one 
analyst, the cuts agreed by 
Opec and non-Opec members 
in March may be starting to 
bite, and a price recovery 
could be on the cards for the 
last quarter of this year. 

Geoff Pyne. oil analyst 
with UBS in London, sug- 
gests that of the 11 oil- 
producing countries that 


agreed to a production cut of 
1245m b/d from April l until 
the end of 1998, most have 
stuck to the agreement, with 
only Indonesia in serious 
breach. There have been 
minor leakages from Vene- 
zuela and some of the 
smaller Opec producers. 

Those countries that 
agreed to reduce output in 
March, in April produced 
26.38m b/d, and in May 
28.0lm b/d, according to UBS 
data. “We estimate that 
there is still some 300,000- 
400,000 b/d being produced 


above the level agreed at 
Riyadh," says Mr Pyne. He 
projects a global oil surplus 
of 500,000 b/d during the sec- 
ond and third quarters of 
1998, “which of course Is 
having a depressing effect on 

prices". 

But be argues that the 
Riyadh production cuts, if 
adhered to, should be 
enough to restore the price 
to $17 by the end of this 
year, and that any more cuts 
could be a mistake. 

“There is production 
capacity of potentially 


Argentina seeks mining boost 

Problems mar the region's prospects, reports Ken Warn 


T his was going to be the 
breakthrough year for 
mining in Argentina. 
With Mg projects coming on 
stream and a strong explora- 
tion effort, the industry 
looked set for rapid develop- 
ment after centuries of 
neglect. 

The country is safer than 
its neighbours - geologists 
can travel to even the most 
remote areas without fear of 
kidnapping - and the poten- 
tial of the Tnfm'TTg sector has 
excited big companies. 

But lower world metals 
prices, disputes over royal- 
ties and the after-effects of 
the Bre-X scandal have 
raised question marks over 
some projects. 

There had been great 
hopes for the industry. The 
$12 bn Bajo La Alumbrera 
copper and gold mine, the 
country's biggest mining 
project, went Into production 
last year. The $200m-plus 
Cerro Vanguardia silver and 
gold mine in Santa Cruz 
province, owned by Anglo 
American and Argentina's 
Perez Companc conglomer- 
ate. is due to begin produc- 
tion this year. 

However, feasibility 
studies for both projects 
were conducted with metals 
prices way above today’s lev- 
els. Another project, the 
$900m El Pachon copper 
mine in San Luis province 


has been put on indefinite 
hold until prices recover. 
Official forecasts of mining 
experts of almost 5800m this 
year and $12bn by 2000, 
against $30m / in 1995, look 
likely to be disappointed. 

Also, a row over royalties 
between Catamarca province 
and La Alombrera's owners, 
Australia's MIM Holdings 
and North, and Canada's Rio 
Algom, has taken the shine 
off government claims to 
have created legal and fiscal 
stability for mining compa- 
nies through a 1993 mining 
law. 

Now, many “junior” min- 
ing companies, the smaller 
concerns which push for- 
ward exploration, have gone 
into world-wide hibernation. 

Some, after descending on 
Argentina in 2994-95, have 
simply packed their bags 
and left “Because there is 
little tradition of mining and 
a lack of expertise, the 
authorities just didn't realise 
that building up a mining 
Industry takes time,” said 
Francisco Azevedo, regional 
exploration manager of min- 
ing junior IAMGOLD. 

The problems began even 
before the slide in metals 
prices last year. Last May’s 
Bre-X scandal, in which a 

Small ngnadian mining com- 
pany’s claim to have found a 
200m ounce gold deposit in 
Indonesia was unmasked as 


another 400,000 b/d coming 
on the market In Algeria, 
Venezuela and elsewhere by 
the end of this year. Any 
more cots will merely add to 
shut-in production. In the 
short term It could lead to 
higher prices, but in the lon- 
ger term bottling-up this 
extra capacity will put the 
Riyadh agreement under 
considerable strain.” 

Mr Pyne argues that 
global growth in demand for 
crude oil of almost 2 per cent 
plus the onset of . the north- 
ern hemisphere . winter 


“should lead to the market 
being in balance” by the end 
onm 

Mr Mabro, author of a 
newly-published report on 
the current oil crisis*, also 
believes that there are 
grounds Xor optimism: 
“People are slightly - sur- 
prised that the Riyadh agree- 
ment has been this success- 
ful. and the promised 
cuts are being slowly imple- 
mented." 

'The Oil Price Crisis of 1998: 
Robert Mabro, Oxford Insti- 
tute for Energy Studies. 



a hoax, sent junior mining 
companies' share prices slid- 
ing and dried up exploration 
finance. 

Exploration, as well as 
shifting down several gears, 
is moving away from the 
remote - and hence expen- 
sive - Andean Cordillera. 
“There was an initial lan- 
drush. But now we will see a 
move to working more selec- 
tively, and in areas with bet- 
ter access and less extreme 
weather conditions,” said 
Walter Lienhard, head of 
operations at twining Junior 
Minera Andes. 

Deep-pocketed multina- 
tionals are continuing their 
exploration efforts for both 
precious and base metals, 
although even they have 
made redundancies. Japa- 
nese geologists have been 
exploring 7m hectares in 
Mendoza, La Rioja and San 
Juan provinces, but it is still 
unclear if this effort will pro- 
duce any viable projects. 

Against this background, 
the Catamarca royalties row 
is all the more embarrassing 
for the government, which 
hopes to resolve the dispute 
to the satisfaction of mining 
companies. Under the fed- 
eral mining law, companies 
pay a royalty of 3 per cent 
on the mine-head value of 
the mineral, taking into 
account processing and 
transport costs. 
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. However, under Catamar- 
ca's provincial mining law, 
those costs cannot be offset, 
effectively doubling royalty 
payments. The province 
c laims its mining law pre- 
dates the federal regulatlans- 

I t is not the only provincial 
problem facing mining 
companies. Complaints 
over delays in processing 
claims are legion. Ancient 
pencil drawings of claim 
areas - when they can be 
found - are often unreliable. 

A World Bank-financed 
programme which, alms to 
put mineral rights maps and 
data on computer, and ease 
some of the administrative 
problems facing overbur- 
dened provincial authorities. 


has been welcomed by the 
industry. 

But there are stm grounds 
for optimism over Argen- 
tina's mining future. It has 
been much less thoroughly 
explored than neighbouring 
countries. “The geological 
environment is interesting 
and the operating environ- 
ment much better than other 
places in the region,” said 
Stephen Davey, bead of 
exploration at Billiton. 

The larger companies look 
like being in for the long 
haul. But big and small alike 
are hoping for a significant 
new discovery. Without a 
new, big find, the excitement 
the sector once lived 
through may soon drain 
away. 


Cocoa 
prices slip 
in thin 
volumes 

MARK^RB*ORT 

By Gary Mead and 
Reanetti Goofing 

Hopes by cocoa bulls that 
the market may be about to 
lift off were slightly dashed 
yesterday as the July future 
on the London International 
Financial Futures Exchange 
closed £25 lower at £2,142 a 
tonne. 

Thin volumes - just 3.164 
lots were traded - helped 
depress the market, but 
some specialists said the 
retreat was just a pause 
before a renewed push for 
higher prices. 

World coffee production 
will fall to 90.55m 60kg bags 
in the 1997-98 production 
year, from 202.04m bags in 
1996-97, according to latest 
estimates from the analyst 
F. O. Ucht. 

This is below anticipated 
world demand (of lOOm-IOlm 
bags) and will mean a draw- 
down of both importer and 
exporter stocks. However, 
Licht adds that the 
decreased production is 
likely to be counter-balanced 
by an expected bumper Bra- 
zilian crop. 

On Llffe the July coffee 
contract rose $75 to close at 
$1,995. recovering much of 
the ground lost last Friday. 

On. the London Metal 
Exchange speculative sales 
by investment funds forced 
down most prices. 

Nickel was the worst hit, 
with the three-month price 
falling to the lowest fix' 4 Yt 
years, but tin, aided by 
severe supply tightness, was 
unscathed. 

“The funds are hitting 
nickel and no-one is really 
willing to take them on," 
said a trader. Nickel lost 
8 per cent of its value on the 
LME last week and yester- 
day the price fell by nearly 
3 per cent from Friday's 
dose, from $4377.50 a tonne 
tO$4£35. 
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CROSSWORD 

"No.9^685'’Se'rbyQUAI^’’ 



_ . . ACROSS down 

I* 4 An Hsue or some weight I Manufacture metal In ? 

plate-like structure (8) 

10 ooa demo alarm produces 2 Claim mainly to duck most 
s en s at ional behaviour (Q) of food, is symbolic (9) 

11 Copying a high-pitched 3 Man in a whirl (4) 

5, 2i New TA ammo curbed. 

12 A dark period without end being out of older In this 

is dose (4) (7,6) 

13 Side's rum sporting dedica- 6 Boy scout in vocal perfW - 

tion? (4,6) mance r unning - about $8$' 

15 Croaking “Oh, Ratty” when fully? (10) 

in trouble? <7) 7 Here in Europe a sign of 

IB supervise play, being out- hesitation. Showing less 
spoken (6) warmth? (5) 

19 Sort of acid account to call 8 Deny agent travelling to 
back (fij the east (6) 

21 Hypocrisy directed towards 9, 20 A drop of the hard stuff 
a musical composition (7) downed in interval in tb®* 
28 Messages from the under- tre? (6,7) 

„ ground? (9) 14 Wall with openings 

25 Leu In charge? Leave hur- intended, we hear, to sup - 
_ riedlyt f4) port conflict (10) 

27 To make one tune I put in 17 Frond in the Health So- 

new arrangement (5) vice? (9) 

28 The material for carving a 18 Ra English force - comfc 
Bower at a research place light-hear ted (8) 

&) ^ 20 See 9 

29,80 Baring hazard? 18,6) 21 See 5 

22 Untidy one to scrape shoes? 

About right (6) 

24 Book call for transport (5) 

26 Party wallop (4) 

Solution to S aturda ys prize puzzle on Saturday May 80. 
Solution to yesteday’s prize puzzle on Monday June L 
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LONDON STOCK EXCHANGE 


«•- ' ' *i: m . '•***;*? . 


US interest rate fears unsettle equity market 


MARKET ROW 


By Steve 'Thompson, 

UK Stock Marta* Efitor 

London, along with most 
other European markets, 
suffered from another bout 

of interest rate jitters jester 
day, failing sharply of 
today’s meeting in Washing' 
ton of the US Federal 
Reserve's open market com- 
mittee 

Adding to the market’s 
worries was another twitchy 
session in Asia, where the 
con tinning problems in Jak- 
arta, riven by riots in recent 

days, drove Indonesia's mar- 


ket down more than 4 per 
cent and affected Hong 
Kong, which slipped more 
than 1 per cent. On the posi- 
tive side, Tokyo managed a 
minor improvement. 

And Wall Street failed to 

come to the London mar- 
ket’s rescue, with the Dow 
Jones Industrial Average 
slipping back again. Some 
market observers think it 
likely to fall below the 9,000 
mark ahead of the FOMC 
meeting. 

The FTSE 100 lost the 54X10 
mark early on and, more 
worryingly, fell back 
through the 5,800 level in 
mid-afternoon when Wall 


Street was looking Increas- 
ingly vulnerable. 

But evidence of “cheap” 
buying fntsest from some of 

tho h fg crmhlmt 

the FTSE 100 to scramble 
back above 5,800 to finish a 
rtWfienlt session 91.6 off at 
5.S2&2. At its worst, Footsie 
posted a 123.3 decline at 

5,7945. 

Although uneasy about 
developments overseas, deal- 
ora insisted the London mar- 
ket's undertone remained 
reasonably sound, pointing 
to the resilient perfismance 
of the FTSE 250 and the lat- 
est good showing by the 
FTSE SmaDCap index. 


The latter shrugged aside 
the pessimistic stories 
encompassing the leaders 
and edged higher to new 
intra-day and closing 
records. 

“You only have to look at 

the low turnover in the mar- 
ket today to see that it was 
more of a mark-down than a 
seU-afil It is a classic mark- 
down in front of an impor- 
tant economic event. I 
wouldn’t be surprised to see 
us get back all and more of 
today's fall If the Fed leaves 
rates on hold," said one mar 
ketmaker. 

He also pointed to the con- 
tinuing spate of takeover 


news, some bullish, some 
bearish, right across the 
stock market 

Most areas of the market 
were enlivened by takeover 
developments. The front-line 
stocks included numerous 
takeover stories, including 
fee revelation that Asda. the 
supermarkets group, had 
held “collaboration discus- 
sions” with Kingfisher. Asda 
shares fell bade, with spe- 
cialists increasingly of the 
view that the group is <m the 
acquisition trail, while King- 
fisher made prog r ess. 

Other bid talk included 
Halifax and Royal Bank of 
Scotland, whose shares wore 


w n wy the best performers 
in the FTSE 1QQ after week- 
end reports that, the two 
banks had held preliminary 
tflUra although both shot 
down merger reposts. 

The FTSE 250 finished the 
day 53 easier at 5,7923, hav- 
ing been down 103 at its 
worst not long into the 
morning session. 

But there was no stopping 
the FTSE Small Cap which 
settled 23 higher at a record 
dosing level of 2,7513, after . 
an intra-day peak of 2,7523. 

Turnover in equities . was a 
lowly 739.7m shares, of 
which around 56 .per cent 
was in non-Foofsie stocks. 
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Sterling 
rise hits 
Glaxo 

By FUer Joiba aad Martin Brice 

Four-month figures from 
Glaxo Wellcome were 
broadly in line with broker 
forecasts, but they still made 
what one analyst described 
as “ugly reading” and helped 
to prompt a fall of 59 to 
£16.74 in the shares. 

Paul Diggle of SG Securi- 
ties «rid there was little in 
the numbers to cause sur- 
prise and he was maintain- 
ing hts full-year estimate erf 

Nevertheless, the 7 per 
cent sales slide in sterling 
terms to £256bn was slightly 
worse than some people had 
been expecting and there 
had been “a tiny bit of spec- 
ulative ran-ofT, said Mr 
Diggle. 

However, the rest of the 
sector was also sold tower as 
dealers fretted about higher 
interest rates and the dam- 
aging effect of a potentially 
stronger pound. SmithKUne 
Beecham dropped 28V* to 
679%p - 4 per cent - on 
heavy turnover of 10m 
shares; Zeneca fell 47 to 
£2434. 

The reverse was true 
among the smaller biotech 
stocks, which responded to 
strong figures and a positive 
announcement 

CeBtecfa lifted 6 to 377%p 


after posting interims that 
reflected a move into profit. 

Meanwhile. Cantab Phar- 
maceuticals gained 20 to 
710p in the wake of encour- 
aging results from Phase I 
clinical trials of its vaccine 
for the treatment and pre- 
vention of genital herpes. 
The treatment is being 
developed jointly with 
Glaxo. 

OH stocks slipped as Brent 
crude, which bad managed 

to peep briefly above a reas- 
suring 315 a barrel level last 
week, ducked back down 


BP, the mg] nr most sensi- 
tive to ofl price shifts, fed 
25% to 938p while Shell 


FT 30 INDEX 


Transport dropped 10% to 
444%p. 

Among the exploration 
and production stocks, 
Enterprise released the long 
awaited news an its latest 
developments in the Gulf of 
Mexico, but faflgd to excite 
the rawi-Ty pt- a ud tha shares 
slid 16 to 588p. 

Enterprise said there was 
a geological hitch which 
would lead to a four-week 
delay for data 

Pearson, the media con- 
glomerate that owns the 
Financial Times, wa s the 
best performer in the FTSE 
100 as the shares moved to a 
new peak. 

The stock rose 81% to 
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£10.27% after the company 
announced it would boy 
Simon & Schuster’s educa- 
tion divisions from Viacom 
of the US tor a net $&6tra. 

Pearson said the acquisi- 
tion would “significantly 
enhance adjusted earnings 
to the first fall year” and 
deliver annual cost savings 
Of $!3Qm by 2000. 

Dresdner Kleinwort Ben- 
son was of the brokers 
that responded positively to 
the ( tea l 

Analyst Nell Carte- said it 
was worth “over a pound a 
share on a discounted cash- 
flow basis”. Kleinwort’s 
media team has increased its 
rwmmmgndatkfti from “add” 
to “buy”. 

Banking shares were in 
tixe doghouse with ABN 
Amro publishing a cautious 
note following Friday’s news 
that the Office of Fair Trad- 
ing was investigating North- 
ern Bock’s recently restruc- 
tured savings accounts. ■ 

. The broker believes that 
any decision on deposits 
could have implications for 
the rest of the banks, partic- 
ularly mortgage lenders. 

Lloyds TSB. which has a 
big mortgage exposure, fall 
27% to 833%p while Barclays 


WHERE ARE THIS YEAR’S BEST IDEAS IN BUSINESS? 

Find out t omor row. . . 
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Please join the Financial Time® and Boor-Alien & Hamilton tomorrow night in New York 
at ike Awards Ceremony for die 1997 Financial Times/Boox- Allen & Hamilton 
Glokal Business Book Awards. Tke independent judging panel will announce tke winners 
of tke five first-round categories and proclaim die Best Business Book of 1997. 
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dropped 49 to £16.74. North- 
ern Rock fen 6% to 548%p. 

However, mortgage leader 
HaWfar bounced 15% to 792p 
on the back of weekend 
press stories suggesting 
talks with Royal Bank of 
Scotland - up 14 at 985%p. 

British Energy held rela- 
tively steady with some sup- 
port from Merrill Lynch, 
which upgraded . its 
long-term stance on the 
stock from “reduce” to "neo- 
tral”. The broker believes 
the dividend wfB be covered 
awwr rather than later. The 
shares dipped 1%. to 545p. . . 

Asda talks 

News that Asda, the supers 
market giant, and King- 
fisher, the Wool worth to 
B&Q Diy group, had held 
preliminary discussions, 
described as "collaboration" 
rather than merger talks, 
althoug h now terminated, 
triggered activity in food 
and retailing. 

Asda shares slipped 3 to 
180%p on the news, with 
same dealers taking the view 
that the company seems 
determined to go on the 
acquisition tralL Kingfisher, 
meanwhile edged up 5 to 
£10.72. 

Colt Telecom wa s the 
worst performer to the FTSE 
250 as recent bid spec u l ati on 
in the stock started to evapo- 
rate following weekend press 
comment 

The shares lost 182% to 
09.02% in small volume, as 
Dresdner Kleinwort Ben- 
son’s FTSE 280 team high- 


lighted the stock’s 413 per 
cent autperformaace of the 
FTSE All-Share last week 

Brewing stocks were a fea- 
ture in a week that will 
include a series of results 
from the sector. Investors 
ghnnid gain a clear picture 
of the toughening competi- 
tion. 

Wolverhampton & Dudley 
saw its shares mazked down 
hi spite of serving up stroxir 
ger-thanoxpected results. - 

The fall of 9 to 506p was 
attributed to the brewer say- 
ing, second-half sales were 
behind expectations. 

The bearish sentiment 
spread to Scottish & Newcas- 
tle, which suf fered t he big- 
gest fall to the FTSE 100 as 
the stock declined 40 to 880p. 
gttjwng h volume was mint 
mar. Whitbread was also one 
of the poorer Footsie per- 
formers as tiie shares fall 28 
to £10. 

Christies International 
was the best performer In 
the FTSE 250 as the shares 
rose 75 or 24 per cent to 
S87%p on news of the agreed 
396p bid from French group 
Artemis. 

Rantokn initial achieved 
one of the best performances 
to the FTSE 100 as the stock 
gained 9 to 392p. helped by a 
broker recommendation. 
Compass, die contract cater- 
ing group, often mooted as a 
potential bid target for 
Rentokil, rose 28 to £11.15 
ahead of totPi-hns due today. 

BT Alex Brown has told 
clients; "Comp ass’s recent 
entry, into the FTSE 100 is 
proof of the market’s belief 
that the shares warrant a 
substantial premium to the 
market. One. slip-up would 
leave the shares looking 
very expensive.” - 

Laminar, which was listed 
at 200p two years ago, gained 
39 to 809p amid talk that bro- 
kers were focusing on the 
potential of its Chicago Bock 
Cafes to increase earnings 
next year. 

Media group Lopex rose 
6% to 56p fallowing a bullish 
trading statement- 
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MARKETS 


Russia suffers in international fit of nerves Karadd awaits 

bomb decision 


wmpqymyiEw 

Russia was the prime 
casualty on stock markets 
yesterday as investors con- 
tinued to be nervous about 
higb-risk markets in the 
light of the recent Asian cri- 
sis. writes Philip Coggan. 

The RTS Index fell 11.8 per 
cent on the day. with trading 
suspended at one point. 
ami d fears that the rouble 
might be devalued. The Rus- 
sian market fell almost 
15 per cent last week. 


Markets worldwide had a 
number of negative factors 
to overcome with the con- 
tinuing Indonesian, crisis, 
the antitrust case against 
Microsoft and today’s meet- 
ing of the US Federal 
Reserve's open market com- 
mittee. 

Most analysts expect the 
Fed to leave rates where 
they are. but press specula- 
tion about a move towards a 
“bias to tighten” has fuelled 
uncertainty. And some econ- 
omists remain convinced 


that inflation is a threat in 
the US, in spite of the recent 
benign data. 

“If this were an episode of 
Lost in Space, the robot 
would be saying ‘Danger. 
Will Robinson, Danger'." 
said the team at Nikko 
Europe. 

The Indonesia stock mar- 
ket continued to take a 
po unding although trading 
was light given the recent 
chaos in Jakarta. The rest of 
Asia was mixed; Indonesia's 
neighbours Malaysia and 


Singapore were sharply 
lower, but there was a mod- 
est rally in Japan. 

Europe struggled to make 
prog ress In the face of Asian 
and US developments and 
most of the leading markets 
were 1-1.5 per cent lower. 
Even the latest restructuring 
in the banking sector, cen- 
tred In Belgium, faded to lift 
spirits, with financial stocks 
suffering over concerns 
about their . Asian exposure. 

However. Europe contin- 
ues to hold relative attrac- 


tions for international inves- 
tors. According to the infor- 
mation company IBES, 10 
countries have had net posi- 
tive 1938 earnings estimate 
revisions over the past 
month - all are In Europe. 

Earnings growth across 
the globe over the next 12 
months fs expected to be a 
healthy 22 per cent 

In spite of that robust fore- 
cast, the world’s forward 
price-earnings ratio is 2L8, 
the highest recorded since 
IBES started collecting data 


Dow dips on 
interest rate 
uncertainty 


Alitalia finds lift in 
spite of Milan’s falls 


EUROPE 


AMERICAS 

US shares fell ahead of 
today's Federal open market 
co mmi ttee meeting on inter- 
est rate policy, writes John 
Labate in New York. 

Also weighed down by a 
series of negative domestic 
and international factors, 
the Dow Jones Industrial 
Average was off 38.61 at 
9.057.39 by early afternoon. 
The Standard & Poor’s 500 
index fell 3.88 to 1.104.85, and 
the Nasdaq composite was 
13.57 lower at 133120. 

Although opinions have 
shifted in recent months, 
with a growing number of 
analysts expecting the Fed- 
eral Reserve to raise interest 
rates in the near term, many 
expect the Fed will stay its 
band at today's meeting. 

Amid uncertainties in Asia 
and before the announce- 
ment of a widely expected 
lawsuit by regulators 
against Microsoft, the mar- 
ket drifted down, but trading 
was said to be directionless. 

"The biggest factor is that 
the market’s been in a cor- 
rection consolidation for 
almost three weeks,” said 
Alfred Goldman, chief mar- 
ket strategist at A.G. 
Edwards in St Louis. 


Microsoft tumbled $3ft to 
$86 ahead of a planned press 
conference by the software 
producer. The rest of the 
computer-related sectors 
were more mixed. IBM rose 
$£ to $125\|. while Dell Com- 
puter advanced $2% to $92% 
ahead of its quarterly earn- 
ings release. Cisco Systems 
was $lft higher at S77g but 
the Pacific Stock Exchange’s 
technology index was down 
LOO to 350.0L 
Hewlett-Packard continued 
to pull back, down S2ft to 
$67. HP led the Dow lower, 
but other shares were 
weaker as well, especially 
stocks among cyclical sec- 
tors. Aluminum Company of 
America lost fH to $73g and 
Union Carbide $1 to $53& 

US Treasuries pushed 
higher, sending the bench- 
mark 38-year bond up % to 
102g and the yield down to 
5.929 per cent 
In the banking sector, Citi- 
corp climbed $1% to $154% 
after an earnings report 
from the group's Malaysian 
unit In the health sector, 
producers of cancer-fighting 
drugs reaped huge gains. 
Entremed rose $4% or 13.6 
per cent to $37%. while 
Genentech gained $2% to 
$72%. 


Sao Paulo falls sharply 


Latin American centres were 
laid low in early trading by 
worries about Asia and a 
possible rise for US interest 
rates. 

SAO PAULO supplied the 
biggest shocks, racking up a 
decline of 403 or 3.7 per cent 
to 10.503 on the Bovespa 
index by midsession. 

Blue chips led the shake- 
out. Telebras lost 4.3 per 
cent at RS127.B0 and Petro- 
bras 4.1 per cent to RS244. 
Mining giant Vale do Rio 
Doce came off 6.6 per cent to 
RS24.10. 


MEXICO CITY moved 
steadily lower in what deal- 
ers described as thin dealing 
volumes. “Concern about the 
trend of US rates, plus the 
shakeout in Brazil, is what 
is unsettling us today,” said 
one broker. Telmex gave up 
65 centavos to 21.65 pesos. 

At midsession, the IPC 
index was off 76.75 or 1.6 per 
cent at 4.709.43. 

CARACAS also ran into 
heavy selling. The £BC index 
was 163.53 or 2.4 per cent 
lower at 6.753.75 at midses- 
sion. 


Johannesburg edges higher 


SOUTH AFRICA 

Shares in Johannesburg 
were little changed as the 
rand moved lower on the for- 
eign exchanges and hopes 
for a cut in local interest 
rates faded. The all-share 


index closed 25.3 higher at 
3.079.4. Industrials added 9.5 
to 9.8UL3 while golds edged 
5.1 lower to 1,036.7. 

Africa Life Assurance 
jumped 10 per cent to RSi 
ahead of an eagerly awaited 
results statement. 


Early weakness on Wall 
Street and continuing ten- 
sions in Asia contributed to 
a weak performance in 
MILAN, where the index was 
also weighed down after 80 
stocks went ex-dividend. 

The real-tune Mibtel index 
fell 825 or 3.4 per cent to 
23.153 with shares trading 
ex-dividend accounting for 
about 130 points of the falL 

Alitalia ended L432 or 7.1 
per cent higher at L6,474 
after being suspended for 
excessive gains three times 
on the first day of the air- 
line's capital increase. 

Banca di Roma lost 1475 to 
L3.574 and BCT was marked 
L506 down at L9.6777 on Fri- 
day the two banks had 
denied they planned to 
merge. Weakness was seen 
elsewhere among banks with 
Banca Intesa L557 lower at 
L9.998 and Mediobanca 
L 1,069 lower at L23.324. 

Generali was lower, but 
still outperformed the mar- 
ket after Morgan Stanley 
rated the stock a strong buy. 
The shares eased L33 to 
L52.809. 

PARIS wobbled lower with 
the CAC 40 index losing 
44.92 to 3,945.31 after a 
renewed outbreak of Asian 
worries caught up with the 
heavyweight banking sector. 

BNP retreated FFrltL50 to 
FFr499.50, CCF gave up 
FFr17.60 to FFr472 Soctete 
Gdndrale came off FFr33 at 
FFri.166, although combined 
turnover in the three shares 
was fairly modest at less 
than FFrSOOm. 

Suez Lyonnalse des Eaux, 
off FFr46 at FFrl.014, also 
had to contend with the 
news that it planned to bid 
for the outstanding 37 per 
cent of Socfete G6n£rale de 
Belgique. 

Canal Plus lost FFr29 at 
FFrl.165 after earnings 
downgrades for this year and 
next at JP Morgan. 

Carrefour shrugged off 
recent weakness, adding 
FFT45 at FFr3,445. Saint 
Go bain improved FFr21 to 
FFr1,077 as investors 
warmed to Friday’s news of 
plans to unravel cross- 
shareholdings with G6o6rale 
des Eaux. 

FRANKFURT gave 
ground, with investors pre- 
occupied ahead of today's 
Federal Reserve open mar- 
ket committee meeting In 
the US and earnings figures 
due from four Dax compa- 
nies. The Xetra Dax index 
lost 70.65 to 5.343.66. 


BMW stood out among the 
carmakers with a fail of 
DM65.50 to DML941.50 amid 
unconfirmed reports the 
group planned to introduce 
its new luxury limousine. 

BASF, amnng companies 
reporting first-quarter 
results today, picked up 
50 pfg to DM80.70, while 
Bayer gave up 62 pfg to 
DM80.38 and Hoechst edged 
20 pfg higher to DM80.18. 
Traders said that after 
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Hoechst had profited from 
switching out of Bayer dur- 
ing the floor session, the 
reverse process developed in 
late Xetra trade. 

AMSTERDAM met with 
stiffish selling, notably 
among internationals. The 
AEX index ended off 1720 at 
L15L57. 

Fords Amev lost FI 4J50 at 
FI 120.40 as the bid for Gen- 
erate Bank of Belgium 
finally went ahead Philips 
fell FI 6 to FI 197.70 an weak- 
ness for US tech shares, and 
Helneken shed F12.90 to 
F17L 

KLM was a firm feature, 
adding 50 cents to FI 76.60 
ahead of tomorrow’s results 
statement. Wolters Kluwer 
gained ground, too, rising 
FI 3 A0 to FI 261.90 on news 
that the purchase of Waverly 
of the US had been finalised. 

DSM showed resilience, 
easing a bare 10 cents to 
FI 206.30 after an upgrade to 
market performer by Gcdd- 
m an S achs. 

ZURICH extended early 
losses to close 2 per cent 
lower as interest rate jitters 
returned ahead of today's US 
FOMC meeting. 

The SMI index closed 148.0 
lower at 7,371.4 with finan- 
cial shares posting sharp 
losses on worries that US 
interest rates could be head- 
ing higher. UBS lost SFr66 to 
SFr2£05 and its merger part- 
ner, SBC, was marked SFrl2 
lower to SFr540. CS Group 


Resignation call cuts losses 


ASIA PACIFIC 

Nows that the parliamentary 
speaker had called on Presi- 
dent Suharto to resign 
enabled JAKARTA to trim 
its losses late in the session, 
although the market still 
closed 42 per cent down. 

Analysts commented that 
the market would have 


THE PAY’S CHANGES 

% Change 

Jakarta. - — -4.2 

Karachi . — ... -3.6 

Bangkok. -3-3 

Kuala Lumpur -3.0 

Singapore. -2-3 

Hong Kong...- -1-3 

Sydney - 1-2 

Manila -0-2 

Tokyo +0-9 

Bombay — + ' -~ 

Seoul - + 1 - 9 


■ed more strongly bad 
louncement come ear- 
ths day. 

composite index 
17.02 lower at 388.92. 
im a low of 384.10. 
i ip companies con- 
by the Suharto family 
ed under pressure, 
t. the car group, lost 
to Rp90Q on specula- 
iat Bob Hasan, chair- 
if Nusamba. Astra’s 
bareholder. could lose 
ce in the cabinet in a 
le. 

vo’s benchmark Nik- 


kei 225 average flirted with 
the I5.000 level before clos- 
ing up nearly 1 per cent on 
the day. writes Paul 
Abrahams. 

The index traded between 
15,068.68 and 15.405.00 to 
close up 141.61 or 0.9 per 
cent at 15.384.7. 

The recovery was not 
broadly based, however. The 
Topix index of all first -sec- 
tion shares rose only 2-24 or 
0.19 per cent to 1,209.17. Vol- 
ume was dull at just 320m 
shares. The momentum was 
down, with 554 stocks lower. 
509 up and 188 unchanged. 

Analysts said the' market 
was supported by buying 
from public funds and some 
positive corporate news, 
including passible share buy- 
backs and a few unexpect- 
edly good profits forecasts 
for the current year. 

Companies announcing 
their intention to change 
their articles of association 
so they can buy back shares 
include Kaneka, a resin 
maker. Yamato Transport, 
and Intec. a computer ser- 
vice supplier. Their shares 
rose 3.7 per cent to Y668. 1 
per cent to Yl.581, and &5 
per cent to YlfiSO. 

Nikon, the electronics 
group, dropped 5 per cent 
after revealing a 50 per cent 
(all ip net profits and the 
(Precast of a further 75 per 
cent decline this year. The 
stock closed at YL007. 


Coca-Cola AmatS 
Share price (AS) 
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Takeda, the drugs group, 
fell Y90 to Y3.570 after it 
revealed it was withdrawing 
Avan, a treatment for Alz- 
heimer’s disease. The move 
follows concern by the 
health and welfare ministry 
about Avan’s effectiveness. 

Nissan Diesel, the object of 
speculation that it might be 
tnfa»n over by Daimler-Benz 
or Germany, fell Y15 to Y285 
in heavy trading. 

SYDNEY moved steeply 
lowo: in weak volume. Coca- 
Cola AmitiL which has a big 
Indonesian business base, 
fell 53 rants or 4.4 per cent to 
AS1L40. ANZ Bank lost 28 
cents to AS10.60. 

Telstra rose 8 cents to 
AS3A8 far a two-day advance 
of 5.5 per cent on press 
reports that the company 
was set to take a stake in 


global telecoms group World- 
Partners. 

The All Ordinaries index 
came off 3Z5 at 2,733.3. 

SINGAPORE fell cm con- 
tinued regional worries. The 
Straits Times index gave up 
30.29 at 1.291.74. Turnover 
was thin and losers outpaced 
gainers eight to one. 

Singapore Telecom was 
the most active stock, shed- 
ding 60 cents to SS2.4L 

BANGKOK fell 12.22 to 
357.21 on the SET index after 
a torrid session for the 
finance sector, which tum- 
bled 12.7 per cent. Dhana 
Sian Finance fell Bt2.40 to 
BtSAO. 

BONG KONG was 
unnerved by lingering con- 
cerns about the situation in 

Indonesia and ahead of local 
unemployment figures due 
after the market closed. 

The Hang Seng index fell 
126.42 to 9.41LS7 after hitting 

a low of 9,368.43. Turnover 
shrank to a quiet HK$4jJbn. 

The heavily traded HSBC 
Holdings which accounted 
for nearly 23 per cent of total 
turnover and was responsi- 
ble far 71.70 of the Index's 
loss, dropped HKS5.50 to 
HK5197.50 on concerns over 
the group's exposure to 
Indonesia. 

KUALA LUMPUR was 
marked down, tracking a 
weak ringgit, and the com- 
posite index finished I6J6 

lower at 549-99. 


gave up SFr5-50 to SFr323. 

Among the insurers. Zur- 
ich was down SFri2 at 
SFr901 in spite of news that 
it expects $400m in cost 
savings from a merger with 
the financial arm of BAT. 

Shares of companies 
viewed as having a rela- 
tively high Asia exposure 
were also under pressure. 
ABB fell SFY74 to SFr2£97 
and Ciba gave op SFrS.50 to 
SFri 97.50. 

AJusuisse fell SFr43 to 
SFr 1,961 as the company 
declined to comment on the 
disclosure that Martin 
Elmer's BZ Group had raised 
its stake in the company to 
U per cent 

Against the trend. Clar- 
iant, which last week fare- 
cast double-digit growth in 
operating profit, rose SFr33 
to SFr 1,761. Dealers also 
cited rumours that a major 
Swiss hank was going to 
issue warrants on the stock. 

MADRID saw Endesa rise 
Pta40 to Pta3,550 as the 
countdown to next month’s 
privatisation offer started in 
earnest Yesterday was the 
first day for non-binding 
orders and the shares ended 
Pta40 higher at Pta3,550. The 
general index closed 2.03 
lower at 855.7L 

Written and edited by 
Michael Morgan, Jeffrey 
Brown, Peter Hall and 
Paul Gregan 


outside North America in 
1987. 

In the US. analysts have 
cut their earnings expecta- 
tions for the third month in 
a row, with the stock market 
staying robust, the forward 

p/e ratio reached a new post- 
second world war high of 
22.1. IBES adds that the gap 
between the 12-month for- 
ward p/e and the invase of 
the 10-year US government 
bond yield is only exceeded 
by the overvaluation in the 
summer of 1987. 


Moscow 

plunges 

11 . 8 % 


Panic selling of highly liquid 
stock by local investors sent 
MOSCOW plunging 11.8 per 
cent to its lowest level in 16 
months. The RTS index, 
which lost almost 15 per cent 
last week, tumbled another 
30.49 to 227.6L 
This was 36.4 per cent 
below its high for the year in 
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mid-March, and down 60 per 
cent from the peak seen in 
early October. 

Fears of a rouble devalua- 
tion, denied by the authori- 
ties, prompted heavy selling 
by domestic operators as for- 
eigners kept to the sidelines. 
Analysts said the continuing 
turmoil in Asia was evapora- 
ting confidence in emerging 
markets worldwide. 


Pakistan's -sliding stock 
market continued on its 
downward path yesterday, 
on worries over the outlook 
for the economy if a decision 
to go with a nuclear 

test brought US-backed sanc- 
tions. The KSE-100 index 
dropped another 5123 or 3-63 
per cent to 1.37433. 

Share prices have fallen 
more than ii per cent since 
last Monday’s nuclear tests 
by India resulted in height- 
ened tension across south 
Asia. 

Many analysts say the 
immediate concern is that 
foreign investors will pull 
out of the market at the first 
sign of US sanctions. As 
with I ndia, the US adminis- 
tration is bound by law to 
block IMF loans to any coun- 
try that tests a bomb. 

To some extent, the mar- 
ket's weakness Is a conse- 
quence of widespread pessi- 
mism over the government’s 
handling of the country’s 
Independent Power Projects. 
Nawaz Sharif, the prime 
minister, has ordered inves- 
tigations into the fmancfaT 
affairs of the 19 IFPs. 

Businessmen say the cam- 
paign is meant to harass the 
private power companies, 
forcing them to cut what the 
government says are exorbi- 
tant tariffs. 

In the past week, however, 
analysts say that anxieties 
over the IPP issue have sub- 
sided, but the respite will he 
only temporary at best Once 
the anxieties over the 
nuclear issue subside, many 
analysts expect the IFPs to 
re-emerge. 

“The market is soft right 
now,” said Iqbal Hasan, chief 
executive of Karachi’s UBS- 
Global securities brokerage. 
“It will continue to slide 
until conditions settle down, 
though it may not plummet 
Any upside potential will 
probably be seen as a selling 
opportunity." 

Yesterday’s falls were 
widely seen to have been 
triggered by a weekend 
statement from Gauhar 
Ayub Khan, the foreign min- 
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latex, who was quoted as say- 
ing it was not a question of 
“IT but "when" Pakistan 
detonated a nuclear device. 

"Gauhar Ayub's statement 
has hurt the sentiment 
immediately." said Ali .Tamil, 
senior analyst at Karachi’s 
Jehangir Siddiqui brokerage. 
"The market is directionless 
and will remain so until thk 
situation becomes dear." 

Businessmen have increas- 
ingly urged the government 
not to respond in kind to 
India, cautioning that the 
impact on the economy of 
US sanctions would be 
harsh. Pakistan's foreign 
exchange reserves of $lbn, 
compared with India's OObn, 
are said to be in no shape to 
deal with a flight of capital 
such as withdrawals from 
foreign currency accounts at 
local banks. 

There are deposits of 
almost $10bn In these 
accounts, far in excess of the 
government’s capacity to 
make repayments. Almost 
half the deposits are under- 
stood to be held in collateral 
against rupee loans, many of 
which do not mature for 
another year. 

But even the remaining 
$5bn could become an 
unbearable liability. Ana- 
lysts say the government 
may consider imposing 
emergency measures, such 
as a freeze on the bank 
deposits, to prevent a ran. 


Fartian Bokhan 


AEGON N.V., registered in The Hague, The Netherlands 
FINAL DIVIDEND 1997 AND STOCK SPUT 2:1 
Final Dividend 1997 

At the Annual General Meeting of Shareholders held on 14 May, 1998, 
the dividend for the fiscal year 1997 was fixed at NLG 3.71 per common 
share of NLG 1.00 par value. After the deduction of the interim dividend 
of NLG 1.40 already paid, the final dividend amounts to NLG 2.31 per 
common share of NLG 1.00 par value. 

The time schedule as published on 19 March, 1998 for the final dividend 
1997 is as follows: 


IS May through 22 May, 1998 
2 June, 1998 

5 June, 1998 


Election period. 

Publication of the determined dividend 
in shares. 

Payment of dividend and delivery of 
new common shares. 


Stock Split 2:1 

At the above-mentioned Annual General Meeting of Shareholders, it 
was resolved to amend the Articles of Incorporation of AEGON N.V. so 
that each common share of NLG 1.00 par value will be split into two 
common shares of NLG 0.50 par value each. 

Application will be made to the Amsterdam and London Stock 
Exchanges to list the issued share capital in its new form. Dealings in 
the shares with the new par value of NLG 0.50 will commence 
25 May, 1998. 


on 


In connection with this stock split, shareholders, who want their shares 
either stamped or converted into new shares, may hand their shares over 
to N.V. Nederlandsch Administratie- en Trustkantoor (NEDAM-Trust), 
Herengracht 420, 1017 BZ Amsterdam, The Netherlands; Postal address: 
P.O. Box 11063, 1001 GB Amsterdam, The Netherlands (OF connection: 
3,252), as from 25 May 199 8. 

Conversion of the common shares of holders of CF-certificates will be 
handled through those institutions acting as custodians for their shares. 
The common shares will be available as K-certificates in denominations 
of 1, 2, 20, 200, 2,000 shares of NLG 0.50 par value to which dividend 
coupon 13 et seq. are attached or as CF-certificates. which will be 
available in denominations of 1, 2, 20, 200, 2.000 and 200,000 shares of 
NLG 0.50 par value. 

Members of the Amsterdam Stock Exchange will receive a commission 
until 31 July, 1998 in order to effect the conversion free of charge for the 
shareholders until that date. 


The Executive Board 

The Hague, 15 May, 1998 
50 Mariahoeveplein 


CEGON 




